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Background for Postwar Foreign Trade’ 


BY EDGAR W. SMITH 


General Motors Overseas Division, General Motors Corporation 


T SHOULD be useful to give thought 

to the underlying purposes of our for- 
eign trade policy in the United States, so 
that we may arrive at a better under- 
standing and agreement as to the results 
to be achieved from whatever foreign 
trade practices may be pursued. We 
have learned from our experience after 
the last World War that no nation, not 
even the United States, can muddle 
through the field of international affairs 
on a catch-as-catch-can basis. What we 
needed then and what we need today 
is a positive, dynamic foreign economic 
policy, realistically conceived and related 
to our safety, security and welfare. 


POLITICAL CONSIDERATIONS 


The well-being of the world for the 
next generation or two will depend, to a 
large extent, upon the wisdom with which 
we here in America formulate our foreign 
trade policy, and upon the effectiveness 
with which this policy is implemented 
through sound and constructive practices. 
The action that is taken in such specific 
areas of application as the Reciprocal 
Trade Agreements Program, the Inter- 
national Bank for Reconstruction and 
Development, and the International 
Monetary Fund, as typical of the for- 
eign trade practices, will establish the 
pattern, over the long run, that will 
determine the amount and character of 
our foreign trade. What we decide to do 
in these areas will be the result, inevitably, 
of a series of compromises among the vari- 
ous conflicting interests and view points 
involved. If we are to keep our eyes on 
a purposeful foreign trade goal in dealing 
with each of these individual considera- 
tions as they arise, we must know what 
that goal is and how the action we take 

1An address delivered at the Round Table conference on 
foreign trade held in conjunction with the Twenty-ninth 


Annual Meeting of Tue Conrerence Boarp at the 
Waldorf-Astoria Hotel, May 17, 1945, New York, N. Y. 


in each case will serve to contribute to 
its attainment. We should ask ourselves 
first, therefore, what the aims and pur- 
poses of our foreign economic policy 
should be; and then, in the light of that 
conclusion, what practical steps can be 
taken, under the compromises inherent in 
our American form of government, to 
secure the realization of those aims and 
purposes. 

I would put at the top of the list of 
the purposes to be served by our foreign 
economic policy the provision of strength 
and support to the international political 
policies to which the United States is com- 
mitted. In the field of international pol- 
icy as such, the end objective is, of 
course, the maintenance of our national 
safety and security. We have discovered 
by now that whether we like it or not, our 
safety and security here in America is 
inextricably bound up with the safety and 
the security of the other nations of the 
world. Our foreign policy today is based 
on this conception, and we are already 
committed to a course of international co- 
operation as distinct from a course of na- 
tional isolationism. We have recognized 
that this is in our own enlightened self- 
interest. If we are to be successful in 
pursuing this policy, however, we must 
seek to establish a realistic basis for inter- 
national cooperation, not only in the polit- 
ical sphere but in the economic sphere as 
well. We cannot hope to find a basis for 
world cooperation politically if at the same 
time we adopt a foreign economic policy 
which denies and frustrates, by its narrow 
nationalistic concepts, the broader pur- 
poses we have in view. Nor can we risk 
temporizing with the situation by delay 
in reconciling these political and economic 
objectives; the world has moved so fast, 
in its annihilation of time and space, that 
if we hesitate and flounder, as we did after 
the last war, we shall be courting a new 
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disaster that would come this time with 
terrible swiftness and finality. 


ECONOMIC FACTORS 


Second in importance to this political 
purpose—and first in the order of its eco- 
nomic importance—I would put the pur- 
pose of supplementing American produc- 
tion and income by drawing upon the re- 
sources and labor of foreign countries. 
From a sheer economic standpoint, actu- 
ally this is what foreign trade is all 
about. The bounties of nature are where 
we find them, and if these bounties are to 
be used effectively in raising our stand- 
ard of living in the United States our own 
production must be supplemented and 
supported by international trade and ex- 
change. It is not the things we ship 
abroad that enrich us as a nation; it is 
the things we bring in from foreign lands 
in exchange for the exports we have made. 
Unless we use our own surpluses as a 
means of buying the foreign goods and 
services we need and can consume—and 
that is the only utility from the standpoint 
of our national well-being that exports 
can ever have—we shall be giving away 
to the people of other lands the resources 
that are the heritage and the substance 
of our own people. The prime economic 
purpose of our foreign trade policy should 
be, therefore, to increase our standard of 
livmg in the United States by making 
available to our people the resources and 
the productivity of other lands. 


ROLE OF EXPORTS 


The third broad purpose of our foreign 
trade policy is the creation, through ex- 
ports, of the wherewithal —foreign ex- 
change—by which the imports we need 
and desire can be secured. In the pro- 
cess of creating this wherewithal we shall, 
as a happy coincidence, be providing oc- 
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cupation to American labor and capital 
in producing the goods and services to 
be exported. As we have seen, however, 
the shipment abroad of the products of 
our own toil and sweat represents a drain 
on our own resources, and contributes, in 
its consumption, to the comfort and. pro- 
ductive advancement of other countries. 
The employment generated by exports can 
be economically constructive, therefore, 
only if it is used as the basis of an ad- 
vantageous exchange for the “good bar- 
gains” available to us from abroad—just 
as the productivity of any individual or 
company in domestic commerce must be 
advantageously exchanged if it is to find 
economic justification. This exchange 
can be in the form of foreign goods and 
services to be taken currently or in the 
deferred form represented by investment 
in foreign enterprises. We cannot justify 
the employment of capital and labor in 
the production of goods to be shipped out 
of the country unless this basis for an 
advantageous exchange exists, and our for- 
eign trade policy should be conceived in 
the light of this hard economic reality. 
The consideration involved here is one 
of the greatest consequence in connection 
with the loose talk we have been hearing 
recently about a vast stimulation of our 
exports by means of foreign loans and 
investments with the sole purpose in view 
of creating “full employment” in the 
United States. That is an economic fal- 
lacy of the first water. 


IMMEDIATE NEEDS 


In looking at the aims and purposes of 
our foreign economic policy we must dis- 
tinguish between the immediate postwar 
period and the longer future. In the early 
postwar years the need will exist for giving 
a “leg-up” to those foreign economies 
which have been devastated by the war, or 
whose industrial development could con- 
structively be aided, to the end that their 
productivity may be restored and _ in- 
creased. For this shorter term, the stim- 
ulation of exports to a greater degree than 
would be justified by an immediate flow 
of compensating imports is entirely con- 
sistent with our long-term interests; for 
until the world is back on its feet again, 
our own security and well-being in the 
United States will rest uneasily. But for 
the longer term, we shall gain in stature 
and respect if we look upon our foreign 
trade as a strictly business proposition, 
conceived and carried out in the enlight- 
ened interest of our own people in the 
United States. Other nations, in the pro- 
tection of their own interests, will see to 
it that we do not import more than we 
can pay for. We ought to see to it, in 


our own interest, that we do not pay for 
more than we get. 

On the question of the international 
monetary exchanges and exchange con- 
trols, which is at present very much to 
the fore, we can best obtain a perspective 
if we think in terms of one very simple 
fact: the true purpose of an international 
monetary system is to facilitate the inter- 
change of goods and services among na- 
tions. Stability in the exchange rates 
among the different currencies used as the 
tokens of trade is, all else being equal, a 
highly desirable thing. Yet we would be 
less than realistic if we were to assume 
that all else will be equal in the postwar 
situation that lies before us. 

We know, for example, that no nation 
—least of all Great Britain—will be will- 
ing to seek stability of its external ex- 
change rates at the expense of a drastic 
internal deflation; it would be held by 
many, in fact, that the adoption of such 
a course by any of the great trading na- 
tions would be inimical to the best inter- 
ests of international trade itself. It is 
highly improbable, therefore, that Great 
Britain will commit herself today to a 
final, fixed value for the pound, in terms 
either of its internal or its external pur- 
chasing power parity; too many complex 
factors are going to determine the real 
value of the pound or of any other cur- 
rency—internal and external debt, wages, 
interest rates, production costs, rehabili- 
tation and reemployment programs, etc. 
—to make such arbitrary determination 
feasible. There are not enough crystal 
balls or ouija boards in the world to read 
the answer as to what exchange rates 
ought to be picked out of the hat to re- 
flect the true value of any currency in the 
postwar era. It would be just as unrealistic 
in this regard to put our hopes on any 
early return to the old international gold 
standard, with gold flowing when the “ex- 
port point” is reached and thus effectuat- 
ing a stabilization of the exchange rates 
among currencies as it would be to an- 
ticipate any return to the classical free- 
redemption gold standard itself for pur- 
poses of internal stability. 


NEED FOR CONTROLS 


We must face the fact that most nations 
will find it necessary in the immediate 
postwar period to exercise controls not 
only over exchange rates but also over 
exchange availability, in order to assure 
that enough exchange may be had to serve 
essential foreign trade requirements. Such 
controls are likely to be exercised not only 
to check the flow of “hot money,” but 
also to assure that trade in items econom- 
ically essential receives priority over trade 


in luxury and “gadget” items. In view of 
the restrictive practices likely to be pur- 
sued in the postwar period, the difficulty 
of seeking to fix an arbitrary and rigid ex- 
change rate among all the various curren- 
cies of the world—or even between the 
pound and the dollar itselfi—becomes the 
more apparent. 

Eventually, of course, the only sensible 
way to arrive at an equilibrium in ex- 
change rates will be to let the law of 
supply and demand go to work on what- 
ever volumes of currency are actually 
available; and I earnestly hope that what- 
ever international monetary fund may be 
activated will be dedicated to this end. 
As a practical consideration, this would 
mean, as long as the dollar is tied to gold 
at a fixed price, that the exchange value 
of the pound would be allowed to fluctuate 
according to supply and demand, through 
whatever mechanism the British choose 
to adopt. Of one thing we may be cer- 
tain: equilibrium cannot be achieved by 
fiat; it must come through the play of 
forces the reality of which, in any econ- 
omy, can never be denied. International 
exchange stability is a goal ardently to be 
desired; but it is not an end in itself. The 
great reality, both in domestic trade and 
in international trade, is trade itself. 

On the score of the tariff and other 
trading practices which may be adopted 
to implement our foreign trade policy, 
the United States and Great Britain be- 
tween them, with their associated depend- 
encies or commonwealths, carried on 42% 
of all prewar foreign trade—a percentage 
which, with Germany out of the picture 
and with Russia largely concerned with 
the development of her own internal re- 
sources, will be even larger postwar. 

The need urgently exists in the instance 
of both the United States and Great Brit- 
ain for the development of a common 
basis for international cooperation, ef- 
fectuated by positive, dynamic foreign 
economic policies having broad popular 
support among all elements of the popu- 
lation of each land. It is most unfortu- 
nate that in neither country does the 
basis for such support exist today. There 
are wide differences of opinion in both 
countries as to certain essential factors 
related to the formulation of desirable for- 
eign economic policy. 


BASIC DIFFERENCES 


The differences here in the United 
States are between those, on the one hand, 
who are willing to face the need for a 
great increase in both exports and im- 
ports in serving the essential welfare of the 
nation and those, on the other hand, who 
are unwilling to face this need. These dif- 
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ferences must be reconciled if we are to 
find united support for policies which will 
enable us to take our destined place in 
the world economy, and thus implement 
our own national security and safety. Un- 
less we do face the implications involved, 
we shall be courting the eventual danger 
of a widespread revulsion against our par- 
ticipation in the world economy, and a 
retreat into economic isolationism which 
might easily destroy the very basis for 
the international political security we are 
seeking. 

Obviously, the tariff structure prevail- 
ing after the war will be an important con- 
sideration in the problem of our imports, 
but it is not by any means the only con- 
sideration. Regardless of tariffs, our im- 
ports will increase as the level of busi- 
ness activity increases. There will also 
be a high volume of imports in the form 
of American tourist travel abroad, and 
other indirect services. Then, too, we may 
look to an increase in imports through the 
stock piling of certain critical raw mate- 
rials and a more intelligent program for 
the conservation of our natural resources. 
The war has brought home to us dra- 
matically the extent of our dependence 
upon the rest of the world for many criti- 
cal materials, and the need for husband- 
ing such assets as we do possess. For the 
first time in our history we have begun to 
realize that our own resources here in the 
United States are not inexhaustible. 
Whether or not our tariffs are lowered to 
further stimulate an increase in our im- 
ports, the simple fact remains that im- 
ports must be enormously increased if 
we are not to find the whole structure 
falling down on our heads as it did as a 
result of the amateurish policies we pur- 
sued after the last war. 


BRITAIN AND AMERICA 


In Great Britain, the difference of opin- 
ion regarding desirable British foreign eco- 
nomic policy is between those who on the 
one hand favor an expansive world econ- 
omy and who feel that they can success- 
fully compete in world markets on the 
basis of efficient, low-cost quality produc- 
tion, and those who on the other hand 
favor the restrictive course of preferential 
trading, with less efficient, higher-cost, 
cartel-protected production. Britain must 
import to live; and to import she must ex- 
port. By one means or another she will 
export. If she decides finally that she 
can export to good advantage in a free 
world economy, that is the course she will 
take. If she decides she must resort to a 
closed or preferential trading system in 
order to survive, then obviously that is 
the course she will take. 
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It is vitally important to us here in 
this country how this choice is decided. 
If the advocates of restriction in Britain 
have their way, the prospects for an ex- 
panding world economy, despite our own 
best efforts here, could be seriously im- 
paired. But we must not forget that the 
British advocates of restriction, and of bi- 
lateral and preferential trading, find their 
greatest strength in their well-founded 
doubts as to our own willingness in the 
United States to accept the greatly in- 
creased volume of imports which our stake 
in world affairs and our own domestic 
welfare demand. The prospect of getting 
the United Kingdom to go along with us 
on the course of an expanding world econ- 
omy is largely dependent on our giving the 
British some specific evidence of our will- 
ingness to increase our imports. 

Unless these differences of opinion both 
here and in Britain are healed, the outlook 
for the development of positive, dynamic 
foreign economic policies in both coun- 
tries will be far from encouraging, and the 
chances for the maintenance of a world 
economic system on which international 
peace and security can be firmly built will 
be measurably decreased. The consequent 
threat of less freedom of opportunity for 
the individual and the weakening of the 
concept of a private enterprise economy 
are the more alarming when we consider 
that the United States and the British 
Commonwealth may well prove to be the 
last outposts of these concepts. 

As far as we are concerned in this coun- 
try, we should reconcile the differences 
that exist within our own ranks, so as to 
present a united front in support of a 
positive, dynamic foreign trade policy 
which gives recognition to the economic 
and political realities. We should face up 
courageously and realistically—and_re- 
gardless of individual attitudes on the tar- 
iff question as such—to the critical need 
for the increased volume of imports which 
our welfare and our very security as a na- 
tion demand. 

These are merely some of the questions 
on which America will have to take its 
position in support or denial of a foreign 
economic policy designed to serve the 
aims and purposes suggested. Because of 
the close and interdependent relationship 
between this foreign economic policy and 
the fundamental foreign policy of the 
United States, it is impossible to think of 
the one except as related to the other. 
That is why the discussions here today 
are of such great import to the future wel- 
fare and security of the nation. That is 
why we should all be inspired to face up 
courageously now to the responsibilities 
that will confront us in the years ahead. 
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on 
Reconversion 


Surplus Disposals in May 


Surplus property costing $48 million 
was sold for $16 million in May, 1945, 
according to the Surplus Property Board’s 
progress report for the month. During the 
twelve months ending May, 1945, aver- 
age monthly disbursements amounted to 
$30 million, with the recovered price over 
this period approximately 55%, as com- 
pared with a 36% return on April sales, 
and 34% on May sales. In this connec- 
tion, the board pointed out that the dol- 
lar recovery value of surplus goods is 
strongly influenced by the provision of 
the Surplus Property Act giving prefer- 
ence to certain purchasers and the defi- 
nitely second-hand character of most sur- 
plus goods. 

During May, property costing $229 mil- 
lion was declared surplus, bringing the 
total value of the inventory in the hands 
of the Surplus Property Board after May 
sales to $1,669 million, a rise of 12% over 
inventory outstanding at the beginning 
of the month. Approximately 56% of 
the total inventory was composed of ob- 
solete or damaged aircraft and aircraft 
equipment, commercially unsalable for civ- 
ilian use. 

The sharp rise of 72% in surplus de- 
clarations over the preceding month re- 
flects the end of the European phase of 
the war, and the SPB expects further in- 
creases as industry shifts to production for 
a one-front war. 


To Continue Subsidies 


Subsidy payments by the Reconstruc- 
tion Finance Corporation will be contin- 
ued on certain items during the fiscal year 
1946 under a bill signed by President Tru- 
man on June 23. The bill contains a pro- 
vision preventing administrative action to 
curtail subsidies on copper, lead, and zine, 
and provides for the continuance of cer- 
tain purchase and sales operations by cor- 
porations created under the Reconstruc- 
tion Finance Corporation Act, as 
amended. 

In signing the bill, President Truman 
pointed out that he considered subsidy 
payments “essential to assure necessary 
war output and to provide support for the 
stabilization program.” However, the 
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President emphasized that these subsidies 
should be paid only “as long as, and to 
the extent necessary to secure needed war 
production under existing price ceilings,” 
and that “as opportunity permits . 
subsidy programs will be reduced or dis- 
continued as rapidly as feasible within 
the limits of the present law.” 

In the case of copper, lead and zine 
subsidies under the premium price plan 
which have been made noncancelable by 
the bill, President Truman indicated that 
he would request the enactment of sup- 
plemental legislation to permit their re- 
duction if “it becomes clear that contin- 
uance of these payments at present levels 
is no longer necessary for war purposes.” 

The bill sets maximum payments dur- 
ing the fiscal year 1946 at $595 million for 
meat producers, $100 million for butter, 
$190 million for flour, $290 million for 
petroleum and petroleum products, $88 
million for strategic metals, and $100 mil- 
lion for miscellaneous materials. 


WPB’s Plans 


At a recent hearing before the Senate 
Committee on Small Business, Chairman 
Krug of the War Production Board as- 
sured small business that it would receive 
a square deal as the country resumes 
large-scale civilian production. 

Smaller manufacturers are to be given 
preference in obtaining production ma- 
terials until December 31, and will be ex- 
empt from certain restrictions regarding 
increases in production. Other methods 
being adopted to insure that big business 
does not usurp all available supplies of 
critical items are limitations of manufac- 
turers’ stocks to a practicable minimum 
working inventory, retention of two limi- 
tation orders on inventories of large whole- 
salers and retailers, and investigation of 
concerns involved in large war-contract 
cutbacks to see that orders for materials 
under these contracts are properly and 
promptly cancelled. 

While most of the hearing was con- 
cerned with protection for plants having a 
quarterly output of less than $50,000, 
plants with a larger output will be able 
to receive priority assistance on a limited 
number of bottleneck items if a lack of 
these items is hampering their resumption 
of manufacturing. 

In connection with cutbacks in war 
contracts, Mr. Krug pointed out that the 
bulk of cancellations have already been 
processed or determined. Using March, 
1945, as a base, Mr. Krug stated that con- 
tracts will be reduced 20% during the 
third quarter of this year, 30% during the 
fourth quarter, 86% during the first quar- 


ter of 1946, and 38% during the second 
quarter of 1946. Cutbacks during the sec- 
ond quarter of 1945 amounted to 7%. 


Regulating Inventory Disposals 


Regulation Number 9, controlling the 
disposal of contractors’ inventories, has 
been issued by the Surplus Property 
Board. This new regulation is expected 
to facilitate reconversion to peacetime 
production by speeding up the clearance 
from war plants of war-contract inven- 
tories, simplifying operations of govern- 
ment agencies charged with inventory dis- 
posal, and by preventing undue specula- 
tion on the part of contractors through 
retaining surplus goods for later resale. 

Under the new regulation, subcontract- 
ors will be given the same rights and privi- 
leges as prime contractors on retention 
of surplus inventories. Small business will 
also be assured of a chance to buy sur- 
pluses through a provision requiring sale 
of surpluses in lots of reasonable size, ac- 
cording to the normal practices of the 
trade concerned. 

Emphasis is placed on channeling sur- 
pluses into peacetime manufacture, rather 
than on their retention for resale. As a 
means of avoiding the abuses in surplus 
sales after World War I, categories of 
scrap and salvage are clearly defined, and 
provision is made for the sale of goods 
falling in these categories in the open 
competitive market. 

Actual sales of surpluses will, in many 
cases, be made by the contractors, acting 
as agents of the government. Gener- 
ally, prices to be set by contractors in 
making these sales are at market 
levels, or at a fair and reasonable level, 
but not less than 50% of cost. Each sale 
must be approved by the War Depart- 
ment, and goods which will not bring at 
least 50% of cost will be taken over by 
them as surplus. 


How to Buy from RFC 


The RFC has established surplus prop- 
erty divisions in twenty-three loan agen- 
cies, most of which issue periodically 
a list of the items within various 
commodity classifications which they hold 
for sale. In many cases, it is felt that 
these lists do not receive as wide circula- 
tion as they should. 

Accordingly, the various surplus proper- 
ty divisions have issued a standard form 
to be used by prospective customers. By 
sending this form, which may be obtained 
on request, to the RFC office in his re- 
gion, the prospective purchaser may indi- 
cate items about which he would like to 


be regularly notified. This form is eas- 
ily filled out and will insure that manu- 
facturers, wholesalers, retailers, export- 
ers and scrap buyers are promptly notified 
when commodity lots in which they might 
be interested reach the market. 

The twenty-three surplus property divi- 
sions are located in Atlanta, Boston, Char- 
lotte (North Carolina) , Chicago, Cleveland, 
Dallas, Denver, Detroit, Houston, Kan- 
sas City (Missouri) , Los Angeles, Minne- 
apolis, New Orleans, New York, Omaha, 
Philadelphia, Portland (Oregon), Rich- 
mond, St. Louis, Salt Lake City, San An- 
tonio, San Francisco, and Seattle. 

Tue ConFrEerRENCE Boarp will supply to 
anyone interested the names of the indi- 
viduals to be contacted in any of the 
above agencies, arid answer questions re- 
garding the purchase of surplus property 
or equipment. 


Renegotiation Extension 


The House bill, extending the provisions 
of the Renegotiation Act through Decem- 
ber 31, 1945, unless hostilities terminate at 
an earlier date, was passed by the Senate on 
June 26. The Act had been scheduled to 
expire on December 31, 1944, but was 
extended last November by Presidential 
proclamation to June 30, 1945. Under 
the House bill, renegotiation would be 
restricted to performance on contracts 
prior to the termination date of the bill, 
and the President would not be given au- 
thority to extend the act, as under the 
existing law. 

The bill gives the War Contracts Price 
Adjustment Board a certain degree of lat- 
itude in handling situations in which the 
contractor’s fiscal year does not coincide 
with the calendar year and profit and 
cost items are difficult to allocate. 

Repricing of war contracts is limited to 
contracts made before December 31, 1945. 
A suggestion that repricing powers should 
terminate on December 31 was rejected 
on the grounds that it would prove less 
satisfactory. It was argued that govern- 
ment agencies might tend to use the pro- 
vision authorizing the issuance of man- 
datory repricing orders based upon one- 
sided decisions by the departments con- 
cerned in order to insure that all out- 
standing contracts were repriced before 
the termination date; on the other hand, 
contractors would possibly attempt to 
resist and delay repricing. Under the sys- 
tem as it now stands, efforts are made 
to reach an agreement between the gov- 
ernment department and the contractor on 
repricing. 

(Other Notes on pages 250, 251) 
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Trends in Shipments, June and September, 1945 


Shipments 


C Percentage Going to 
urr ent Index ambos: June, Government 


Industry 


e ee 
Shipments and June, | Estimated | june, | June, 
1945 September, 1944 1945 
1945 


Fall Outlook Ey ve 
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to become more pronounced between now a a b 70 
and September, according to replies to ro ae 69 70 
this month’s survey of business practices. 67 ate ¢- ot 
Among nondurable goods producers, how- 145 120 97 92 
ever, only about one out of five executives 104 99 79 17 
report a drop in shipments over the past Electrical equipment...........................54- pd ne } 60 80 
year, and three out of five expect ship- 155 109 68 85 
ments to be maintained at their current 90 68 5 5 
level from now until September. The re- x 120 = 90 
maining replies from the nondurable goods 154 ef 100 Hed 
companies are about equally divided be- Foundries.................. 66.06. e eee ee eee eee 78 64 b n.d. 
tween anticipation of a rise and expecta- n.d. e 80 70 
tion of a drop in shipments. 10 116 0 a 
Tena Cod ol ae 

DURABLE GOODS 100 100 100 son 

More than one third of the durable FR Aid WAT treet rates (ess chdsc bere 0012 o's eidlocs yeioevaleletcne Mart : 60 60 100 100 
goods producers indicate that the current zs a 400 bo 
rate of shipments is below that of a year 95 114 72 63 
ago. These declines were most common Tndtustrial Machineryy.sceiers cise cieiesietero aes cleareiesat +6 yas 2 120 120 80 60 
among the heavy-equipment producers— 4 sr Se 10 
automotive equipment, industrial machin- 130 130 15 os 
ery, machine tools and railroad equipment. 82 90 20 18 
A part of this decline is attributable to a 98 98 96 76 
lowering of government demands, but ey oe vs Z 
many executives also blame the drop in 200 100 80 85 
shipments on manpower shortages. In 100 100 n.d. n.a. 
the words of one manufacturer of office 111 111 61 50 
5 aoe = 90 90 unch anged 
equipment: “We are passing through a 81 81 97 97 
period of declining war work and increas- 100 50 100 9 
ing regular product work, but with man- 100 100 80 80 
DOWEF restrictions pretty well ele it is Tronjand steel prodiicts?. .02 .o0e...venrivs «ata saci o 127 105 40 0 
difficult to see how much additional reg- 78 ari 85 85 
ular products can be made, or how soon 110 83 95 95 
the manpower situation will ease so that po ye oo 56 
we can have some freedom of action on 82 . = 
the number of people we employ in our 145 97 100 100 
plants.” 100 80 80 80 
In much the same strain, an executive a 100 Se 72 

in the foundry industry states: * 100 7100 50 = 
“Tf we could forecast our labor situa- se ibd ani 85 
tion, we could give you some idea as to 175 181 81 85 
what our shipments might be next Sep- 150 105 58 58 
tember, but we are getting no referrals : 135 135 95 85 
from the local USES and we are having ECHO WOU cx cn eee Ae cies ck cae © ois'a sce, Foe 90 81 50 35 
terminations. For instance, during the a a en 90 

: 79 

month of May we added nineteen per- 100 90 n.d. 50 
sons, including three boys sixteen and 97 68 90 70 
seventeen years of age for summer work, 155 n.d. 100 80 
and lost thirty-three persons. All our 70 70 n.d. 65 
90 63 89 89 


service men who have been discharged 
have returned to the company but the See page 225 for footnotes 
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number is negligible. Our best judg- Trends in Shipments, June and September, 1945—Continued 
ment is that considering the pees of 

‘new’ persons that have been added to Se 
the payroll, our output will decline from Index Nomen e/a pe aaa, to 
15% to 20% by September. We think ee 1944 =100 


that quite a few of these ‘new’ em- 


ployees will leave during the summer wane, June, 
months even if there are no changes in 1945 
the manpower restriction requirements, DURABLE GOODS—Continued Pars aK ae eS Se ee 
but if these are changed in July, we feel Mrachine tools (Continued) ALeae «ROWER baker n.a. f 
that all of them will leave.” 80 80 
And a western lumber company re- Nonferrous metals............ eure poteertic eG eae 80 80 
ports: “The deplorable manner in which i oy 
the government has handled the labor sit- n.d. 40 
uation in this region is creating a situation Office equipment................... +s seeeeeeeeeee 59 54 
which may bring about a series of strikes una lanai 
between now and September which also 15 30 
may affect our production and shipments. 80 80 
Our performance by September all de- Railroad equipments. 20. oj ofoctaj-1in olaias/ao'eie. +1012 cae 43 43 
pends upon the government’s handling of uf = 
the labor problem in this region.” Steel producers.£f ncxstete geeeuscto mera tintin see n.d na. 
Other comments of a similar nature in- 100 100 
clude one from an ind ustrial machinery Miscellaneous durable goods.................0000000- ae MP 
producer who states: “There is an appre- 16 20 
ciable demand for postwar equipment. Our 80 75 
principal difficulty in keeping shipments 1 1 
up is the shortage in our labor force.” A ne oT 
similar situation is cited by a machine tool rae f 
manufacturer: “We are getting more and 40 40 
more business from private industry. Our Te af 
business has really been hampered more — pte 
by manpower than by any other factor.” NONDURABLE GOODS 
Apparel oy. Saaaacet ote cin ie aeente tas otter b n.a. 
Expect Further Drop 0 0 
About half the replies from executives 20 38 
in the heavy-equipment industries indi- Chemicals..............0..00-c00ceceeceeceeueeeees na f 
cate a further drop in shipments during 85 80 
the next quarter. Only one executive in 11 8 
this field expects an increase in ship- . u 
ments. n.d. 25 
Increases over last year were most: pre- n.d. n.a. 
valent in two groups in the durable goods BY: Hs 
industries, In one of these, the electrical 8 8 
equipment industry, about half"the com= | Food..3.,2<sec a> anise cea) taciy eet, deere ae 25 25 
panies expect shipments in September to 45 45 
be at least as high as in June, 1945, but 5 ee 
in the other group of companies engaged in 0 0 
manufacturing iron and _ steel products 30 40 
there is almost uniform agreement that Leather products. 4:0 .-scick-s'a eae 6128 oie. ee 4 : 
shipments during the next quarter will de- 35 50 
cline. 85 50 
A manufacturer of electrical equipment 20 20 
who believes that his shipments will re- Lumber products,cc Anse nt rere. ete. ao tteeey - ce 
main at their present level adds: 40 40 
“While all restrictions have been litted  PSPeBs: Mejrs macsne sige. eltinaieleistasc:« ovsiae  cisaeieeete n.d. 20 
in regard to production for our industry, 25 35 
and we expect during the third quarter unch mined 
to produce our regular products within 20 85 
the limitations of manpower and materi- 56 15 
als available, this will not be reflected in b na. 
our shipments for that quarter since na. 30 
such production as is achieved will be Petroleum.................. see e cece eee eeeeeee ees 28 28 
largely for stock purposes. Increased an nd 
sales of our regular products will not ap- a bi 
pear until the last quarter of the year.” 21 ~ 
Another electrical equipment producer __ 100 100 


who expects a decline in shipments of 25% See page 225 for footnotes 
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Trends in Shipments, June and September, 1943—Continued 


Industry 


gFourth quarter, 0%. 
hUnchanged from current 
rate. 


aU; ified increase. 
Wie Whad 1945 share. 
eWar business. 


dCivilian business. Increase over the currentrate. 
eDrop in shipments. jGreater than 1945 share. 
than 1944 share. n.a.Not available. 


Shipments Percentage Going to 
Index — June, pend 

June, Estimated 

1945 Mapas 
oe 140 140 

‘100 t 

115 n.d. 
mille 100 100 
60 n.d. 
100 100 
108 n.d. 
107 107 
100 100 
95 n.d. 
100 80 
100 100 
e n.d. 
100 100 
100 100 
100 100 
100 100 
250 250 
100 100 
110 n.d. 
100 n.d. 


during the next quarter declares: “Our 
backlog of orders would justify the em- 
ployment of 50% more people than are 
now on the payroll, if they were available.” 

The strong underlying situation result- 
ing from a backlog of orders, together with 
depleted stocks of regular lines, was also 
stressed by manufacturers of iron and steel 
products. One executive states: “We can 
operate for two months close to capacity 
with any shrinkage that we are likely to 
meet, just to put our own inventories in 
the condition that we would like to have 
them, so we are not looking forward to 
any considerable unemployment in the vis- 
ible future.’ And another maker of ma- 
chinery parts states: “We still have a 
good six months’ backlog of orders on 
hand and this has been increasing slightly 
in each of the past few months.” 

Shortages of materials constitute an im- 
portant factor in the outlook for the office- 
equipment industry. One manufacturer 
of furniture reports: “Our average ship- 
ments for next September will probably 
fall below the current rate to the extent of 
at least 40%, as I do not believe we can 
secure sufficient materials to resume man- 
ufacture of our peacetime products to any 
great extent by next September.” 

Another manufacturer of office equip- 
ment states: “It now appears that our 
shipments in September may fall below 
the current level by 10%. This is de- 
pendent on whether or not any of the 
raw materials which we use are released 
for production of items for civilian goods. 
If that occurs, our September shipments 
should not show any decrease.” 


The question of shortage of materials 
and the fact that this problem, together 
with others, may well prove more difficult 
of solution than the actual physical re- 
conversion of plants is also stressed by an 
important manufacturer of building equip- 
ment who says: “The situation during 
the next six months will no doubt be diffi- 
cult. On the one hand, there is the ques- 
tion of continuity of war contracts; and 
on the other hand, there are the problems 
of reconversion. We are beginning to real- 
ize that the physical problem of recon- 
version in our factories may prove to be 
a minor one compared with other difficul- 
ties which may arise, such as modification 
of government control and regulations, and 
labor difficulties. Also, in many indus- 
tries there will be bottlenecks which will 
seriously affect their ability to get into 
production. To illustrate—there would 
be little virtue in producing commodities 
if, for instance, they required containers 
made of lumber and the lumber were not 
available; and if automobiles are produced, 
and no upholstering materials are avail- 
able, what happens?” 


NONDURABLE GOODS 


During the past year, there has been a 
definite increase in the proportion of non- 
durable goods taken by the government, 
over half of the executives indicating that 
the government is absorbing a greater 
share of their total product today than it 
did a year ago. Only six report the gov- 
ernment as taking a smaller share of their 
business this year. Accordingly, the larg- 
est group of executives state that their 


shipments have not changed, and a slightly 
smaller number report a rise over the 
rate of a year ago. Three fifths of the 
companies expect shipments to continue 
at their current rate for the next few 
months. As one textile manufacturer de- 
scribes the situation: “A year ago gov- 
ernment orders were far lighter than at 
the present time, and our current ship- 
ments of government orders are probably 
double those of a year ago. The gov- 
ernment has been making unusual de- 
mands in the textile and apparel industry 
on account of the conditions that confront 
us today. Our productive capacity has 
been and is fully occupied.” 

While manpower shortages are critical 
for nondurable goods companies, one ex- 
ecutive in the textile industry believes that 
“the question of September volume is 
more dependent on OPA enforcement of 
the Maximum Average Price plan than on 
any other single factor. In the event that 
relief is not granted,” he continues, “I look 
for a progressive reduction in shipments. 
In our industry, we have three definite 
bottlenecks: first, material; second, man- 
power; and third, adequate ceiling prices. 
The WPB has promised us material. The 
War Manpower Commission has promised 
to channel to us increasing numbers of 
workers. I would not care to guess how the 
OPA will act under existing conditions, but 
the volume which the industry will pro- 
duce will be determined by them. At 
present, the mills have more orders than 
they can service. If the Maximum Aver- 
age Price plan is rigidly enforced, delivery 
of civilian goods will be obstructed for 
the balance of the year.” 

A company in the apparel industry re- 
ports: 


“The abnormal conditions prevailing 
in the textile and apparel industries 
make it difficult to suggest what lies 
ahead in the third quarter.” This pro- 
ducer goes on to say: “At the present 
time tops and yarns are frozen and 
all worsted production is concentrated 
on government orders. In addition, 
the orders of WPB and OPA have so 
restricted production that it is impos- 
sible to forecast that any new business 
can be secured in the third quarter. . . . 
As far as the next six months are con- 
cerned, our apparel business will be 
greatly limited by inability to secure 
material.” 


Less than a fifth of the companies ex- 
pect their rate of shipments to drop in the 
next few months, and a third of this 
fifth are in the chemical industry. An ex- 
ecutive in one of the chemical companies 
explains that “chemical production reach- 
ed its peak for the war years in the first 
quarter of 1945. There was a slight de- 
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cline in production in the second quarter, 
and we estimate that our average ship- 
ments during September, 1945, will fall 
somewhere between 5% and 10% below 
the curernt rate. The Manufacturing 
Chemists’ Association has just completed 
a spot-check inquiry on the probable pro- 
duction of chemicals in the fourth quarter 
of 1945, In a release just put out by the 
association, the statement is made that 
fourth-quarter chemical production may 
be 7% below the peak first-quarter rate, 
and that if the war is over by mid-1946, 
the association anticipates that production 
will be down 16% in the June, 1946, 
quarter, compared with the first quarter 
of 1945.” 

In most of the other companies expect- 
ing declines in shipments, the decrease is 
traceable to seasonal factors, although 
one food company believes that it will be 
“principally due to restrictions, such as 
the sharp curtailment in the permitted use 
of sugar.” 

Some of the chemical companies, how- 
ever, look for increased shipments in the 
next quarter as a result of expanded facili- 
ties. One of these companies has relo- 
cated one of its plants for the production 
of civilian items, and hopes to obtain a 
more adequate labor supply. Paper com- 
panies expect shipments to increase as a 
result of the increased supply of pulp 
from European sources, coupled with the 
maintenance of a high demand for paper 
goods. “The consensus of opinion in the 
paper industry leans toward production 
at maximum capacity for at least another 
year,” according to one of the executives, 
who goes on to say that, “It is highly 
probable that pulp from European coun- 
tries will soon be available to domestic 
mills in increasing quantity, and this 
additional supply of pulp should allow 
many mills, especially in the book-paper 
field, to increase their production of pa- 
per.” 

The belief is prevalent in the nondurable 
goods industries that the problem in the 
months immediately ahead will be that of 
attempting to meet an unprecedented de- 
mand with shortages of both materials and 
labor. Industry is still hopeful of cutting 
through these bottlenecks that limit pro- 
duction. As one manufacturer points out: 
readjustment may be accomplished “with- 
out major recessions in activity or employ- 
ment, provided the government wartime 
controls are made sufficiently flexible to 
permit industry to supply the pent- 
up civilian demand at a_ reasonable 
profit.” 


Ciypve L. Roasrs 
Division of Business Practices 


Tax Deductions for Reconversion 


LIBERAL tax treatment of recon- 

version costs now appears possible. 
The Treasury recently announced that 
it will allow as deductions from cur- 
rent income for income and_ excess- 
profits tax purposes, ‘expenditures 
necessary to restore the plant layout 
to an operating condition substan- 
tially equivalent to that existing when it 
was converted to war production.” If the 
government is to compensate the contrac- 
tor for such expenses, however, no deduc- 
tion will be alloyed. Costs which result in 
an enlargement or great improvement in 
facilities over their condition prior to 
conversion to war production are consid- 
ered capital expenditures. Deductions for 
these items would have to be made 
through depreciation over a period of 
years. 

These reconversion cost regulations 
are the product of consultation with re- 
negotiation agents of the Army and Navy 
and representatives of the Office of Con- 
tract Settlement. No new legislation to 
handle reconversion costs is believed nec- 
essary. 


2. Loss of useful value of facilities. If 
a facility is abandoned or permanently dis- 
carded upon reconversion to peacetime 
production, a deduction for loss of use- 
ful value will be allowed for the taxable 
year in which the facility was discarded. 
The basis used to determine the amount 
of such loss is the adjusted basis at the 
date the facility is discarded. 


8. Cost of moving machinery. Costs of 
moving machinery include expenses in- 
cidental to rearranging it for peacetime 
production and do not include installation 
costs of new machinery. The costs of 
returning machinery to a plant that was 
converted for war purposes may be writ- 
ten off. Costs of rearranging machinery 
installed by the contractor for war pur- 
poses are also deductible. 


4. Reinstallation of machinery. The cost 
of installing new machinery is gener- 
ally considered part of the original cost 
and constitutes a capital expenditure. In 
the case of heavy machines, however, the 
cost of the original foundations and in- 
stallations may be charged to separate ac- 


Reconversion Requirements for Selected Industries 


Source: 


War Production Board 


Thousands of Dollars 


Automobiles, 2207 37 faci) 4 oa eras che eee 50,000 
Rebrigeratorg, <5: aise so as 00,4 halen Fansce 4,353 
BlOveR Wee tios es eee os cee cae sees 2,509 
Small electric ‘appliances... SEN ee 461 
Airconditioning stiri. eat he Baa. oes 


Metal furniture (household)............. 
Vacoom cleaners, . fc j0c5.<ssiaees ssyid=e 
Office nachinerys 00 


Break-even 


68 
68 


The major provisions of the newly an- 
nounced reconversion regulations follow: 


1. Removal of war facilities and mate- 
terials. Costs of removing war facilities and 
materials from a contractor’s plant are de- 
ductible in computing net income for the 
taxable year in which such costs are in- 
curred. Some facilities are subject to 
depreciation at rates based on cost, less net 
salvage value (gross salvage value less the 
cost of removal). The cost of removing 
such facilities is deductible only to the 
extent that they exceed the amount de- 
ducted in computing the net salvage vate, 


1Treatment of Reconversion Costs of War Contractors, 
Office of Commissioner of wt Revenue, Coll. No. ate 
R.A. No. 1429, T. S. No, 872. 


counts. In such cases, this cost, less ac- 
crued depreciation and salvage value, con- 
stitutes deduction at the time the founda- 
tions were removed to convert to war pro- 
duction. Upon reconverting to peacetime 
production, the cost of new foundations 
or installations is to be treated as a capi- 
tal expenditure to the extent of the ad- 
justed basis of the old foundations at the 
time of their removal. 

Other capital expenditures relative to 
the installation of machinery include the 
cost of reinstallation of machinery which 
was used for war production and is moved 
or rearranged for peacetime production, 

(Continued on page 229) 


Selected Business Indicators 


Percentage Change 
April, 1945 | May, 1944 yore 
t 


- oO to 
May April March February May, 1945 | May, 1945 Ist ome 


Industrial Production 


PratAl (FS) (S).jcc0s.03 cee une ates 1935-39=100 ||p 227 231 235 236 236 -1.7 -3.8 -3.3 
Manufacturing (FRB) (S)........ 1935-39=100 |p 242 Q47 252 253 253 —2.0 4.3 -3.6 
Durable goods (FRB) (S)....... 1935-39=100 ||p 327 |r 336 345 347 356 2.7 -8.1 6.4 
TE eek dee ee iaue ate Ae 000 net tons TAT7 |r 7,292 7,708 6,655 7,703 +2.5 2.9 —4.1 
ON wale ns teu ate cae ele ek 5,016 4,786 5,228 4,563 5,343 +4.8 -6.1 -7.0 
6 98 (refried): 2h)... 030 00% 85,319 75,436 76,395 69,950 98,580 +13.1 -13.5 -20.7 
Lead (refined)..............0- 45,848 | 46,511 | 48,029 | 46,616 | 45,903 14 ~0.1 -5.4 
Pani (slab) ors cate beeareye @ ayareys alls 69,440 68,223 71,739 64,723 80,497 +1.8 -13.7 -16.1 
Glass containers.............. 000 gross n.a. 8,524 8,812 7,304 8,582a -3.3b 0.7 —2.2d 
MDOT. cure ie: 9 tie e's sig TN + ae |} million bd. ft. n.d. 2,276 2,311 2,110 2,654a -1.5b -14.2¢ -12.6d 
Machine tools'................ 000 dollars p 39,825 7 40,170 | r 39,977 36,018 41,819 -0.9 4.8 -20.0 
Machinery (FRB)............ 1 1935-89=100 |p 411 |r 420 432 436 437 -2.1 -5.9 -5.5 
Transportation equip.(FRB)...} 1935-89=100 |p 626 |r 652 677 |r 698 726 4.0 -13.8 -9.0 
Nondurable goods (FRB) (S)... p 174 174 176 )r 176 169 0 +3.0 +0.7 
BURTON Sainte ati cic ea.6 cee es 830,568 769,678 857,693 781,559 832,812 +7.9 -0.3 -1.3 
WO er sete cae eco ee Mee ili na. |p 56.9 |r 63.8 54.4 50.7a -10.86 +12.2¢c +10.1d 
Rayon yarn?...............0. illi 51.9 |r 48.8 53.0 45.5 45.4 +6.4 | 414.3 | +412.8 
Food prod., mfd. (FRB) (S)... 154 |r 159 160 158 154 —8.1 0 +0.4 
Chemicals (FRB) (S)........ 1935-89=100 |lp 321 |r 319 318 |r 318 324 +0.6 0.9 6.9 
Newsprint, North American. . .|} short tons 356,292 332,925 355,621 323,862 347,204 +7.0 42.6 +5.6 
reapers t Joe. Meaies Os veh ae es % of capacity 89.8 88.1 90.2 89.4 88.7 +1.9 +1.2 +0.6 
Paperboard weiss sclsieisinehibeate i % of capacity 96 97 97 95 96 -1.0 0 +0.6 
Boots and shoes............ «| thous. of pairs || e 42,000f | 41,421f | r 43,935f |r 38,871f | 39,648 +1.4 +5.9 +6.8 
Cigarettes (small)*............ millions 21,280 17,090 18,679 16,673 21,065 424.5 +1.0 -3.6 
Mining (FRB) (S)............... 138 140 142 141 143 -1.4 -3.5 -0.3 
Bituminous coal.............. 000 net tons || p 50,030 43,350 52,360 46,900 53,930 +15.4 7.2 oat feat g 
Anthracite; 02006. ecisciieedive es } 000 net tons |} p 2,124 |r 5,309 5,238 4,445 5,848 -60.0 -63.7 —22.6 
Crude petroleum®.............] 000 barrels e 4,850 4,801 4,799 4,759 4,558 +1.0 +6.4 +7.7 
Electric power*.............s0c000: H million kwh 4,351 4,372 4,402 4,489 4,240 -0.5 +2.6 +0.6 
RIRCEHOCLIONG. © gs 0 oieis wveie sceisiaecsiese 000 dollars 242,523 395,798 $28,874 146,957 144,202 -38.7 +68 .2 +57.6 
Heavy engineering—Public® Bes Sis RSE 1 000 dollars 26,291 24,045 25,998 20,236 23,984 +9.3 +9.6 -18.0 
Heavy engineering—Private®....... 000 dollars 6,700 11,050 10,502 7,144 10,731 -39.4 -37.6 +8.8 
Munitions Production.......... 1943=100 na. |p 108 |r 107 99 llla -3.76 —7.2¢ -8.2d 
NU MERND ABS EEE Ais c  w an. s:0)0.4 esin'saieie bs million dollars 8,156 7,139 8,246 6,948 7,879 +14.2 +3.5 +1.2 
Distribution and Trade 
Carloadings, total’................ thousand cars 863.2 844.4 805.8 768.2 855.5 +2.2 +0.9 
Carloadings, miscellaneous‘......... thousand cars 401.5 400 .2 399.8 377.8 381.5 +0.3 +5.2 +4.1 
Retail trade (NICB) (S)........... 1935-39 = 100 n.d. 169.9 192.0 189.6 169.5a -11.5b +0.2c +7.5d 
Department store sales (S)......... 1935-39 = 100 188 r 181 223 211 181 +3.9 +3.9 +12.7 
Variety store sales (S)............. 1935-39 = 100 n.d. 154.1 170.5 165.2 161.7a -9.6b 4.7 +2.9d 
Rural retail trade (S).............. 1929-31 = 100 n.d. 200.4 265.7 246.7 187.9a —24.6b +6.7c +20.7d 
Grocery chain store sales (S)’........ 1935-39= 100 n.d. 164.9 170.8 177.0 169.5a -3.5b -2.6¢ +1.6d 
Magazine advertising linage........ | thous. of lines 3,753 4,089 4,109 3,916 3,456 -7.1 +8.6 +13.1 
Commodity Prices 
All commodities (BLS)............ 1926 =100 p 106.0 | p 105.7 105.3 105.2 104.0 +0.3 +1.9 +1.6 
Raw materials..................-{| 1926=100 117.7 116.8 115.7 115.6 113.0 +0.8 +4.2 +2.9 
Semimanufactured articles........ 1926 =100 95.0 95.0 95.0 95.0 93.7 0 +1.4 +1.6 
Manufactured products.......... 1926 =100 p 101.8 | p 101.8 101.6 101.5 100.9 0 +0.9 +1.0 
Farm products..............00.- 1926 =100 129.9 129.0 127.2 127.0 122.9 +0.7 45.7 +4.1 
RN ee ene ee Ae coh s vera clas 1926 =100 107.0 105.8 104.6 104.7 105.0 +1.1 +1.9 +0.6 
Sensitive industrial (NICB)‘........ 1929 =100 96.2 96.3 96.5 96.5 95.9 0.1 +0.3 +0.5 
Sensitive farm (NICB)*............ 1929=100 128.5 127.8 126.4 124.6 121.2 +0.5 +6.0 +4.3 
Retail prices (NICB).............. 1926 =100 p 101.8 101.1 100.6 100.7 99.6 +0.7 +2.2 +1.8 
Securities 
Total stock prices(Standard & Poor’s)|| 1935-39 = 100 118.2 114.4 111.8 113.0 97.2 +3.3 +21.6 +18.4 
RREBETIAS IA, Cecile 0% vanetes on 1935-39 = 100 120.3 116.5 114.0 115.2 99.0 +3.3 +21.5 +18.6 
SEPCIRCIS Sect fciyvaiziciarats sie eisai» wales | 1935-39 = 100 134.5 129.3 123.6 125.3 99.3 +4.0 435.4 +31.3 
UTTER lal al ape eS Ba | 1935-39 = 100 101.2 98.0 96.1 96.8 87.8 +3.3 +15.3 +11.2 
Total no. shares traded N.Y. Stock Ex,| thousands 42,373 34,205 38,488 41,887 21,247 +23.9 +99.4 +71.6 
Corporate bond yields (Moody’s). . .|} per cent 2.89 2.90 2.91 2.93 3.06 -0.3 -5.6 -5.4 
Financial Indicators 
Bank debits, outside New York City.|} million dollars |} 40,635 $7,838 41,715 |r 34,713 36,049 +7.4 +12.7 +5.6 
New capital corporate issues........ 000 dollars 157,860 111,075 62,044 26,925 32,616 +42.1 +384.0 +59.0 
BT IRBTEON i a Le5, oi eiaip.e any? Sn 000 dollars 367,086 554,843 295,766 161,332 184,091 -33.8 +99.4 +168.9 
Comm.., industrial and agric. loans‘. .|j million dollars 5,817 5,989 6,157 6,320 5,958 —2.9 2.4 -1.8 
National income payments......... million dollars na. |p 13,180 |r 13,686 12,743 12,5824 —-3.7b +4.8¢ +5.3d 


Money in circulation, end of month.|| million dollars || p 26,549 |r 26,189 25,899 25,751 22,160 +1.4 +19.8 +22.1 
S Adjusted for seasonal variation ‘Shipments  *Consumption, cigarette consumption measured by tax-paid withdrawals  *Average daily ‘Average Lessee | SF, W. Dodge 
Perce: 


*Engineering News-Record—a weekly | 7Grocery and combination chain store sales aApril, 1944 bPercentage change, March, 1945, to April, 1945 ntage change, 
Apeil, 1944, to April, 1945. _ dPercentage change, first 4 months, 1944 to first 4 months, 1945  ¢Estimated © Excludes reconstructed government shoes included in earlier data, 
g than0.05% Preliminary Revised n.a.Not available r 
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Chronicle of Business 


May 


23 OPA raises prices on fourteen basic 
STEEL-MILL products $2 to $7 a ton. A 
and B Gasouine rations to go up sub- 
stantially in June. Failure of large 
Army steel cuTBacks to materialize 
may mean conversion lag in automo- 
bile and refrigerator industries. First 
om shipments from Kuwait field ex- 
pected in first quarter of 1946. Navy 
plans sharp TEXTILE cutback in third 
quarter. 


24 WPB authorizes auromosiLe produc- 
tion, but materials must be found 
on open market. July tiquor holiday 
announced. 


26 Army 17,000-PLANE cuUTBACK to re- 
lease 450,000 men by 1946, alloy steel, 
and aluminum and small electric mo- 
tors for manufacture of civilian refrig- 
erators, washing machines, etc. WPB 
cuts third-quarter wool and cotton 
TEXTILE rated quotas 25%. June TIRE 
quota up to 2 million. 


27 Krug says all possible controls will 
end on V-J day to give industry free 
hand in RECONVERSION. Predicts $16.7 
billion output of civilian durable 
goods in a year, and a shift in jobs 
by 6.6 million workers. ODT recom- 
mends that Army release 50,000 ratt- 
ROAD MEN to help move troops to 
Pacific. 


28 Ban on sHIP MOVEMENT information 
lifted. Unrated orders for BRASS MILL 
provucts allowed for immediate de- 
livery. Construction allowed with- 
out WPB approval on some types of 
houses and other buildings up to new 
cost ceilings. 


30 Krug warns that an immediate in- 
crease in COTTON TEXTILES and 
LEATHER products for civilians is im- 
probable. CarBon BLACK quotas for 
rubber products restored to 1944 level. 
June civilian Meat supply 7% below 
May. 


31 Farm MACHINERY controls eased. 


June 


1 Government war contracts to be 
canceled at monthly rate of $2 billion 
for next six months. Meat shipments 
to Europe to stop July 1. No spare 
Tires for automobiles built this year. 


2 First 1946 avuromosixe exhibited. 


3 Tin use further restricted. WPB 
raises 1945 quota of electric ranges, 
washing machines and refrigerators; 
some controls removed from ELEC- 
TRONIC and INDUSTRIAL EQUIPMENT; 
all restrictions taken from installation 
of facilities by electric, gas, water and 
communications uTILiITIes. Third- 


quarter MOTION PICTURE FILM quota 
up for civilians. Army to need peak 
of 31 million pairs of sHogs in 1945. 


4 OPA puts wooL_eN and worsTED 
clothing under MAP plan, effective 
June 9. 


5 Britain’s aircraft industry to make 
50,000 PREFABRICATED. ALUMINUM 
HOUSES in 1945. Cost of reconversion 
of plants to previous status to be 
allowed as TAX DEDUCTION. Hotel and 
restaurant Foop rations reduced for 
July and August. Distillers may use 
50% of their grain bill in corn in 
July, August and September. 


6 WLB approves ANTHRACITE miners’ 
wage increase of $1.375 daily. 


7 Bowles reveals reversal of OPA policy 
on COTTON TEXTILE and MEAT pricing. 


8 ODT asks 2000 puLLMAN cars and an 
unrevealed number of coaches to 
move troops. Vinson lifts CARBON 
BLACK controls. INTERNATIONAL CIVIL 
AVIATION interim agreement adopted 
by thirty nations. 


9 Foop-PROCESSING MACHINERY given 
rating over nearly all non-war indus- 
tries. 


10 WPB allots 1945 rrucKk production 
quotas to thirty-six companies. Mid- 
dle East PrreLInE to be constructed 
by American, British, French and 
Dutch interests. No supplemental al- 
locations of CONTROLLED MATERIALS 
to be granted to manufacturers be- 
yond scheduled third-quarter levels. 
Britain lifts Export controls on auto- 
mobiles, machinery and other goods. 


11 Over 100 million pounds of atumiInuM 
allotted quarterly to industry. WPB 
eases restrictions on construction of 
coMMuNIcATIONS buildings and 
others essential to civilian economy; 
controls removed from vacuum clean- 
ers, slide fasteners, etc., and installa- 
tion of telephone and telegraph facili- 
ties. 


12 WPB reveals virtual end of spor av- 
THORIZATION. ODT says civilian 
WEST-BOUND TRAVEL will be very dif- 
ficult after July 1. WPB puts rreicat 
CAR industry on national production 
urgency list. Copra, abaca and cord- 
age from Philippines expected in 
three to five months; ruBBER and 
other raw materials may come from 
Dutch East Indies soon after liber- 
ation. 


13 ALuminum is open-ended, except for 
extrusions. Civilian third-quarter 
suGAR allotments cut 24% under a 
year ago. 

14 Military cutbacks since May 1 total 
$8.5 billion. Government returns 260 
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SOFT COAL mines to private owner- 
ship. Restrictions on ziNc use lifted, 
except allocation controls on slab 
zinc. 


15 Coprzr controls relaxed. Third-quar- 
ter industrial sugar quotas 3742% 
below last year. 


17 Davis approves ANTHRACITE miners’ 
wage agreement and rise in anthracite 
prices. Exectric and aas utility com- 
panies plan to spend $1 billion on 
rehabilitation and expansion of facili- 
ties in next twelve months. Controls 
on ELECTRIC APPLIANCE production 
lifted. WPB lists 101 items which 
may bottleneck war and CIVILIAN 
PRODUCTION. 


18 Civilians to begin to get WASHING 
MACHINES and REFRIGERATIORS in 
three and six months, respectively, 
says WPB. 


19 Surplus Property Board orders salvag- 
ing or scrapping of all unsalable 
PLANES in the United States. 


20 WPB increases passenger AUTOMOBILE 
output quota to 691,018 in next nine 
months. United States MoTION PIc- 
TURE producers form export organiza- 
tion to oppose discrimination abroad. 
Anti-trust suit filed against ten RAIL- 
ROAD EQUIPMENT companies a pat- 
ent-holding company and a trade as- 
sociation. 


21 SMALL MANUFACTURERS may accept 
immediate deliveries of controlled ma- 
terials. Department of Commerce 
estimates $4.5 billion to be spent by 
industry for PLANTS, EQUIPMENT and 
ALTERATIONS in year from July 1. 


22 ODT and WMC ask Army to release 
85,000 skilled RAILROAD WORKERS. 
Worst Lumser shortage since 1941 
threatens to delay construction re- 
conversion. 


23 TreLePHone service to Great Britain 
opened to the public. 


24 Winter ruet om prospects critical for 
Eastern seaboard. 

25 Less corron Textimes for civilians in 
third quarter. Army and Navy an- 
nounce program of joint WAR CON- 
TRACT SETTLEMENTS. CONTAINER in- 
dustry asks more steel. War Depart- 
ment to release 30,000 Trucks for 
agriculture by August 1. Government 
returns twelve more SOFT COAL mines 
to private ownership, leaving six still 
in government possession. 

26 Wortp security cHARTER signed by 
United Nations. Reduced military 
needs for woot to mean more civilian 
clothing next winter. President signs 
bill extending RFC sussmies on food 
products and strategic materials for 
one year. 
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(Continued from page 226) 

the installation cost of new machinery 
which replaced old machinery upon con- 
version to war production or which is un- 
usable at the time of reconversion to 
peacetime production, and the costs of re- 
installing government-owned machinery 
which is acquired and moved by the tax- 
payer. However, if the original installa- 
tion cost was not deducted for the taxable 
year in which the machinery was moved in 
converting to war production, the cost of 
reinstalling the machinery is deductible 
for the year in which the cost is incurred. 
5. Cost of reconverting buildings. The 
undepreciated cost of the part of a build- 
ing which has been demolished in con- 
verting to war production is deductible. 
If, however, this cost is not determinable, 
the cost of replacing them in reconvert- 
ing to peacetime production is allowable 
as a deduction. When the demolished 
part is replaced by an improved type of 
material, the amount deductible cannot 
exceed a reasonable estimate of the cost 
to restore the part to its original condi- 
tion. 

Other expenditures which may be writ- 
ten off as business or ordinary expenses 
include the cost of removing, relocating, 
or reinstalling any building equipment 
which was removed in converting to war 
production. 

6. Repairs. The cost of incidenta] re- 
pairs in connection with reconversion to 
peacetime production is deductible for the 
taxable year in which the repairs are made. 

Businessmen can obtain written advance 
assurance for a period of five years on 
the treatment of depreciation deductions 
for income and excess-profits tax pur- 
poses, according to an announcement by 
the Commissioner of Internal Revenue. 
Specific rates would be agreed upon by the 
taxpayer and the Bureau of Internal Rev- 
enue and would not be altered for five 
years except at the request of the tax- 
payer. When the rate is agreed upon, the 
Bureau will give the businessman a letter 
specifying the rate and promising that it 
will not be changed for five years, 

A study of the reconversion require- 
ments by industries was made recently by 
the War Production Board. Equipment, 
tool, and construction needs for selected 
industries are shown in the accompany- 
ing table. To what extent these require- 
ments would be considered either deduct- 
ible reconversion costs or capital expendi- 
tures by the Bureau of Internal Revenue 
was not indicated by WPB. 


Lucie B. Lockxerts 
Division of Business Statistics 


1This study was first reported in The Business Record 
for June, 1945, p. 202. 


Notes on New Products 


As a new service that may be particu- 
larly valuable to industry in the con- 
version period, The Business Record 
this month inaugurates “Notes on New 
Products.” The Conference Board invites 
Associates to send announcements of new 
products, together with nontechnical de- 
scriptions, to the Department of Indus- 
try Studies, Division of Business Statis- 
ties. 


New Resins 


A group of liquid resins called Vibron 
has recently been placed on the market by 
the United States Rubber Company. 
These resins are of the polyester type and 
are thermosetting at normal temperatures 
and pressures. Resistance to cold flow 
and to permanent set are the important 
characteristics of these products. They 
also have moderately strong abrasion re- 
sistance. They are said to have the 
strength of steel when combined with spun 
glass or other fabrics. These resins are 
especially useful as building materials in 
prefabricated houses, in moisture-imper- 
vious furniture, and in luggage, artificial 
leather, and packaging material. 


Plastic Eyes 


An all-plastic artificial eye, far superior 
to the well-known glass eye, has been in- 
vented by the American Optical Company, 
Southbridge, Massachusetts. It excels the 
glass eye in durability, comfort under di- 
verse weather conditions, and in better 
lifelike appearance. It is made of acrylic 
resin and may be dropped without break- 
ing. It is nonirritating to eye-socket tis- 
sues and does not require removal at 
night. The lifelike appearance is owing 
to: (1) less reflection of light than a glass 
eye, and (2) the reproduction of a real 
iris from a photographic print. It is said 
to last for several years. 


New Phosphate Glass 


The Monsanto Chemical Company, St. 
Louis, has developed a glass made from 
aluminum metaphosphate which trans- 
mits a far greater amount of ultraviolet 
light, and the accompanying vitamin D, 
than ordinary glass. It may prove highly 
desirable for hospitals and solariums after 
the war and also for fluorescent light ap- 
paratus. If obnoxious, the transmission of 
infrared rays may be substantially re- 
duced by the addition of 2% ferrous oxide. 
Phosphate glass is said to be decidedly 


superior to ordinary glass from the view 
point of corrosion resistance and especially 
valuable for containers of corrosive chemi- 
cals like hydrofluoric acid. 


Water Insulator 


A water repellent and insulating liquid, 
called PiB, has been developed by United 
States Industrial Chemicals, Inc., New 
York. It is said to immunize electrical 
systems in automotive engines and also 
protect them from many acids. PiB is a 
liquid with powerful penetrating action 
and high resistance to water, certain acids, 
oils, and greases. It has a low viscosity 
and a high penetrating action. It has 
proved exceptionally useful in amphibious 
war machinery. 


New Synthetic Rubber Formula 


Intensive tests have been made with 
the new general-purpose synthetic, GR- 
610, discovered by the B. F. Goodrich 
Company. Tires made of this rubber are 
said to be superior to other synthetic rub- 
ber tires on five points: greater resistance 
to cracking, greater resistance to carcass 
bruising, cooler running, better tread wear, 
ability to withstand higher speeds. The 
new rubber uses a rosin-base soap as emul- 
sifying agent. Complete information on 
the development has been given to the 
rubber industry and the government. 


Moistureproof Packages 


A new moistureproof packaging material 
made of aluminum foil with a vinyl-resin 
coating and cloth backing is being made in 
volume by the Plastic Film Corporation 
of New York and the Dobeckmun Com- 
pany of Cleveland. Production will reach 
3 million yards a month this year, and the 
material will be used largely for packaging 
aircraft engines and parts, replacing to a 
large extent the rubber derivative pliofilm. 
Pliofilm has been using about 70,000 
pounds of rubber a month whereas the 
new material uses no rubber at all. 


Develops TB Drug 


Merck & Company has developed a new 
product in the antibiotic field which may 
be used in the treatment of tuberculosis 
and also typhoid. This development is 
known as the “gram-negative,” or the next 
stage after “gram-positive” penicillin. 
Clinical tests are now under way and re- 
sults may be announced shortly. 
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Surplus Disposal and Progress in Reconversion 


ARLY STAGES of reconversion have 

witnessed the most severe decline in 
industrial production since early in 1940. 
The actual level of activity has recently 
been the lowest since January, 1943. The 
effect of cutbacks and terminations has 
been augmented by widespread strikes, af- 
fecting unusually large blocks of workers.’ 
And reconversion is still so largely in the 
planning stage, that it has had little effect 
on the volume of industrial output. 

The Federal Reserve index of industrial 
production (1935-1989=100) fell four 
points in May to 227, and was down 8 
points in two months. It has fallen near- 
ly 4% in a year, and as much as 8% 
from the high point of late 1943. 
With steel (see Chart 1), brass and other 
metal activities on a downward course in 
recent weeks, it would not be surprising 
to see a still lower index for June. Do- 
mestic deliveries of zinc in June were the 


smallest, with one exception, since the 
Chart 1: Weekly Rates of Steel-mill 
Operations 
Source: American Iron and Steel Institute 
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beginning of the armament program in 
1940. June daily airplane output was 
less than in May. 


CUTBACKS TO CONTINUE 


Cutbacks and other means of reducing 
munitions output are expected to continue 
in the months ahead. Total value of con- 
tracts cancelled will hit $47 billion by 
the end of 1945, says R. H. Hinckley, Di- 
rector of the Office of Contract Settlement. 
Terminations in April were $1.8 billion. 


‘May was the worst for that month in four years, reports 
the Department of Labor, 310,000 workers being involved 
in disputes. In June, the figure approached 100,000 out at 
one time, not to mention ot aking early in the month. 


Shell output is scheduled to be cut 50% 
by September 30. Brass strip, used chiefly 
for cartridges, is to be reduced to 100 
million pounds monthly, only a quarter of 


Table 1: Munitions Production! 
Source: War Production Board 


Millions of Dollars 
1 
May,? April, 
ee 1946 1045 
Aivcraft.....c-sc scene tot sores 1,129 | 1,155 
Ships (including maintenance! 
andwrepair)s. cn sacpetae cw 771 782 
Guns and fire control......... 244 261 
Ammunition?» carne. cok oo 707 692 
Combat and motor vehicles. . . 441 443 
Communication and electronic’ 
equipment::, 52). cacteysmwsh 317 338 
Other equipment and supplies.|_ 978 977 
Total munitions.......... 4,587 | 4,648 
1Preliminary figures. 
24 small further S ectine was scheduled for June. 
the peak early this year. Some DPC 


brass mills will be closed shortly. Other 
brass-mill products are being curtailed 
more slowly. Wool-clothing needs of the 
Army will be smaller in the fall. Army 
expenditures in the coming fiscal year are 
to be reduced 28%, mostly in aircraft and 
ordnance-equipment requirements. 


Chart 2: Crude Petroleum Production 
and Oil-well Completions 

Sources: Oil and Gas Journal; American Petroleum Institute 
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However, magnesium production, which 
had been severely curtailed, is to be 
stepped up again. While the general trend 
of production in May was downward, cot- 
ton consumption partly recovered from 
the unusually low level of April. The 
most definite evidence of reconversion is 
the recovery in new construction. Re- 
ports differ on May, but most of the June 
weekly reports show decided increases 
over 1944. Income payments and retail 


trade continue te gain over 1944 figures, 
but the increases appear to be slowing 
down. Both apparently reflect decreases 
in employment. Munitions-plant employ- 
ment on June 1 was 8,400,000, or 6.7% 
smaller than on March 15. Unemploy- 
ment in May was slightly smaller than in 
April, released men finding work in other 
trades where manpower had been defi- 
cient. In the last two weeks of May 
the displacement of munitions workers 
was accelerated, and unemployment is ex- 
pected by the WMC to almost double by 
December. 


101 BOTTLENECKS 


Supplies of materials and manpower are 
expected to facilitate reconversion on a 
progressive scale over the remainder of 
the year. However, many bottlenecks 
will probably delay the early stages. One 
of the most important is the continued 
tight position in steel sheets, the order 
books of the mills being well filled on mu- 
nitions accounts. The WPB has listed 
100 other items that may also trouble 
civilian programs, among them lead, tin, 
several of the minor metals, containers of 
all kinds, many textiles, freight cars, in- 
ternal-combustion engines, motors, various 
chemicals, rubber and lumber. 

Fuel supplies of all kinds are expected 
to continue stringent. Coal output is lag- 


Chart 3: Weekly Crude Petroleum 
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1Does not include heavy crude in California. 


Stocks above Ground! 


Source: Bureau of Mines 
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ging behind last year, and although petro- 
leum output is making new records (see 
Chart 2), shipping and other war uses are 
absorbing unprecedented quantities, 
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SURPLUS AIDS RECONVERSION'* 


Interwoven with reconversion is the 
disposal of the mountainous surplus of 
goods and plants no longer needed by the 
government. Although the war still calls 
for great effort on the home as well as the 
fighting front, the changed character of 
the conflict renders continued holding of 
some material unnecessary—in fact, makes 
its return to use via the market a con- 
tribution to national economy. Perspec- 
tive on this task is gained by picturing a 
reverse action in the staggering armament 
preparation of a few years ago. 

Estimates of aggregate government sur- 
plus before and after V-J day usually cen- 
ter around the figure of $60 billion,’ but 
the recent Surplus Property Board report 
discloses a possibility of a $100 billion 
total, nearly one third as large as the en- 
tire national wealth in 1938.° The magni- 
tude of the surplus disposal problem was 
summarized by SPB in the statement: 
“Surpluses will consist of a fantastic con- 
glomeration of material and land scattered 
all over the globe and comprising not only 
every item of common civilian use, but a 
considerable number specially designed 
for war.” 

Of aggregate surplus declared through 
April, $1,488 million, or 83%, remains 
in inventory. More than half this amount 
is made up of nonsalable aircraft, 

During the first twelve-month period of 
activity of the surplus disposal agencies, 
which ended May 31, sales amounted to 
$357 million of goods at original cost, 
on which $196.5 million, or 55%, was real- 
ized, May disposals at procurement costs 
totaled $47.6 million. Trucks, footwear, 
farm equipment and other commodities in 
short civilian supply were most quickly 
absorbed. Machine tools, construction 
equipment and small vessels were also dis- 
posed of rapidly. Nevertheless, surplus 
inventories remain relatively high. 

Distribution of government-owned war 
surpluses is complicated by several re- 
lated factors. Extreme caution is exer- 
cised in releasing surplus goods for civilian 
use to avoid disrupting the flow of con- 
stantly changing military requirements 
and to accommodate most effectively the 
more serious consumer shortages without 
distorting normal trade channels. 


1Tables 3, 4, 5 and 6 deal with various aspects of the sur- 
plus problem. Surplus disposal was discussed by business 
executives in the bream issue of The Business Record, and 
war plant disposal by several authorities at an April Round 
Table of Tae Conrenence Boarp, as reported in Supple- 
ment to Previews, June 30, 1945. 


?Estimated surplus pat = oe as all po as 
owned property, but o portion rele: or sale, or 
xpected to leased from use after the war. Nor do 


e: rel 
they include privately held economic surpluses. 
%See “The Economic Almanac for 1944-45,” p. 65. In 


this comparison, as in other valuations of i iginal 
pee ears. Coaaaqeintty: marphas ie inflated . by” wartinns 


Table 2: Federal Financial Statistics 
Source: Treasury Department 
Millions of Dollars 


First 11 Months of 


Tttca 1945 1944 Fiscal Year 
May April March February May 1945 1944 
Expenditures....... 8,955 7,869 8,791 7,230 7,780 88,894 86,531 
Net RFC war loans. . 32 -68 -128 4 211 359 2,552 
War-costs.: Joh os<%s 8,156 7,139 8,246 6,948 7,879 82,192 79,472 
Other expenditures. . 767 798 673 278 -310 6,343 4,507 
Revenues........... 2,903 2,747 6,658 3,610 2,895 38,725 37,430 
Deficit: 532 3.0550. 6,053 5,121 2,134 3,620 4,885 50,169 49,101 
Working balance. ..... 8,862 10,603 14,514 16,551 7,759 =e 
Debt (totallcs cance: 240,003 | 236,224 | 235,094 | 234,851 | 188,035 
War savings bonds 
Saleatt.c. Sc aces ort 1,540 838 889 848 751 12,713 13,655 
Redemptions........ 404 381 438 317 Q72 3,772 2,051 


Table 3: Expenditures for Manufacturing Plant and Equipment! 


Source: Survey of Current Business 
Millions of Dollars 


Prewar 
January, 
Industry 1987- 
June 
1940 
otal expendituresge.. cee. ceen ss 1,640 
Munitions industries, total............ 780 
(ANTORMSES Seite tee eee be Gee eee 30 
Shipburldin gett. late w deywit seeks ehtatad 10 
Combatveliicles: “a; «cera: Scns a 
Explosives and ammunition loading. a 
Guns, ammunition, shells and bombs. a 
teal and! ironies See eee 220 
Nonferrous metals................. 30 
Machinery and electrical........... 130 
Chemicals, petroleum and coal prod- 

LICTS MOR Tk. ca, Nee Ac WIE ates 310 
Synthetic rubber. ght S22. kh a 
Aviation gasolene.................. a 
Miscellaneous industries............ 50 

Nonmunitions industries............. 860 


War July, 1940—December, 1944 

1944 Total 
Private | Public Total | Private | Public Total 
1,240 | 1,820 | 3,060 | 8,100 | 15,610 | 23,710 
480 | 1,820 | 2,300 | 5,590 | 15,610 | 21,200 
40 440 480 390 | 3,205.) 3,595 
20 250 270 195 | 2,140 | 2,335 
20 60 80 265 550 815 
a 40 40 a 2,525 | 2,525 
20 340 360 300 | 2,160 | 2,460 
80 170 250 | 1,025 | 1,360 | 2,385 
30 100 130 520 | 1,185 | 1,705 
80 60 140 675 585 | 1,260 
90 120 210 | 1,070 750 | 1,820 
a 90 90 35 685 720 
100 90 190 625 195 820 
a 60 60 490 270 760 
760 a 760 | 2,510 a 2,510 


1Preliminary. 


*Recent report prepared by W. A. Hauck of the Steel Division of the WPB places aggregate war steel-expansion costs 


at $1,956 million, composed of $925 million goyernment financed and $1,030 million financed by the industry. The 


and 


totals including auxiliary, foundry and forging industries are $2,585 million, $1,312 million and $1,273 million, respectively. 


aLess than $5,000,000, 


Table 4: Activities of Disposal Agencies in April 


Source: 


Surplus Property Board 


Thousands of Dollars 


Disposals} Sales April 30 
Agence: Goods Nolet 
gency ee et al 4) Inventories 
Department of Commerce.......... Consumer goods, farm and con- | 14,524 | 4,889 | 112,173 
struction machinery 
Reconstruction Finance Corporation| Aircraft, plants, capital and | 26,073 | 8,289 |1,338,764 
producers’ goods 
United States Maritime Commission} Ships, maritime property 1,864 | 1,683 9,409 
War Shipping Administration...... Small vessels 1,696 811 8,516 
Foreign Economic Administration..} Aircraft abroad 15 14 2,997 
War Food Administration!......... Food, agricultural commodities 1 1 89 
National Housing Agency.......... Housing facilities 0 0 501 
Federal Works Agency............ Miscellaneous 39 46 15,672 


1WFA-owned stocks not included. 


Problems also surround the ultimate 
disposition of surpluses located abroad. It 
has been estimated that by the time the 
Pacific war ends, about half the bulk of 
government-owned surpluses will be locat- 
ed in foreign nations. The primary ob- 
jective of foreign disposals will be to re- 


44,212 | 15,733 |1,488,121 


lease surplus goods in a manner and di- 
rection that will be most helpful in ex- 
tending our export markets and in turn 
contributing to the maintenance of our 
postwar employment levels. 

Billions of dollars of surplus war prop- 
erty, says the second quarterly SPB re- 
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port to Congress, must be disposed of as 
quickly as possible in order to take ad- 
vantage of active wartime markets and 
facilitate reconversion. No inclusive de- 
tailed program has yet been outlined to 
achieve this end, although it has been 
announced by the SPB that local capital 
and small business units in general will 
be given preference in the sale of govern- 
ment-owned plants and other production 
facilities. 

The time required for complete disposal 
of surpluses and the cumulative total by 
the end of the war are at present highly 
problematical.' One estimate,’ which in- 
cludes contractors’ inventories and is based 
on the assumption that military reserves 
have been stabilized at an average of six 
months’ requirements, places the total at 
$60 billion. Three fourths of this total will 
constitute combat ordnance and certain 
specialized classes of equipment, leaving at 
the most one fourth, or $15 billion, in mer- 
chantable goods. 

About one half of salable goods is ex- 
pected to be located abroad, and will prob- 
ably be consumed for relief and rehabili- 


Table 5: Machine-tool Inventories of 
the Reconstruction Finance 


Corporation 
Source; Reconstruction Finance Corporation 
Thousands of Dollars 
1945 
Type 

March 31 | April 30 
Boring machines...........| $6,976,| $7,517 
Drilling machines.......... 4,94. 5,404 
Gear cutting and finishing’ 

MACHINES. -scceyt oes Pee 1,91 1,952 
Grinding machines......... 5,250$| 6,030 
Dathessii2.26.0. atienicnie se 10,750¢| 11,350 
Milling machines........... 6,70 7,600 


tation of our Allies, especially food, cloth- 
ing and transportation facilities. The 
marketable goods in this country, orig- 
inally costing between $6 billion and $7 
billion, represents somewhat less than two 
months’ retail sales. Difficult problems 
are anticipated in such categories as air- 
craft and ships. 


WORLD WAR I SURPLUS DISPOSAL 


Despite the fact that the cost of gov- 
ernment surplus property after the cessa- 
tion of the present conflict may be in the 
vicinity of twenty times that after the last 
war, current and future disposal prob- 
lems may be expedited with greater or- 
ganization and less unsettling influences 
than in the postarmistice years of 1919- 
1920. As the war is not yet over the 


1An official of the Foreign Economic Administration esti- 
mates that it will require ten years for the orderly distribu- 
tion and absorption of a $75 billion surplus. 
_*Postwar Employment and Liquidation of War Produc- 
tion,” Committee for Economic 


velopment, July, 1944, 
p. ll 


Chart 4: Surplus Property Disposals 
and Inventory 
Source: Surplus Property Board 
Millions of Dollars 


‘1945 


interim between V-E and V-J days af- 
fords the advantage of programs based 
on trial and error. 

In contrast, the surplus disposal prob- 
lem after the last war was suddenly thrust 
upon the government. In the fall of 1918, 
military plans called for a major campaign 
in the following spring, and preparations 
had been made for the maintenance of an 
army of 5 million men, compared with 
approximately 8 million men at present. 
Consequently, after the armistice, the gov- 
ernment was called upon to release for 
civilian use a surplus between $4 billion 
and $7 billion. In the absence of ma- 
chinery for coordinated selling, each fed- 
eral department in the beginning acted 


independently and in large measure com- 
peted with each other. The lowest cost 
recovery was 2% in scrap material, the 
highest 62% for railway rolling stock. 

Despite limited availability of surplus 
data after the last war, some idea of the 
situation may be drawn from a report of 
the Department of Labor: 

“Among specific items which may be 
mentioned were about $125 million of 
lumber; canned goods worth a similar 
amount; two years’ supply of wool; 
860,000 tons of nitrates, 100 million 
pounds of copper, and a rumored $300 
million worth of machine tools.” 


Timing was the most serious factor in 
surplus disposal after World War I. In- 
stead of regulated sales according to the 
markets’ ability to absorb different com- 
modities, goods were withheld during the 
inflationary boom of 1919 and early 1920 
when prices were high and demand heavy. 
But during the ensuing declining market, 
they were dumped into consumer channels, 
Recent statements emanating from the 
SPB offer promise that this kind of mis- 
take will not be repeated. 


PLANT AND EQUIPMENT SURPLUS 


Release of plant and equipment sur- 
plus constitutes one of the most import- 
ant steps toward peacetime business and 
industrial rehabilitation. | Government- 
owned plants and equipment represent 
about 20% of the country’s industrial ca- 
pacity. 

The value of war industrial facilities 
amounts to approximately $21.9 billion, 
of which $15.7 billion was publicly fi- 
nanced. The latter figure is slightly less 
than one third of aggregate net capital of 


1Bureau of Labor Statistics, ““Post-Armistice Industrial 
Developments, 1918-20,” 


Table 6: Larger Items of Surplus Inventories 


Source: Surplus Property Board 
Thousands of Dollars 
Class of Property yp % of Totalt 

Aircraft and related equipment: 

Salables, 33:4.5 sa 50000 sco sot ast cae Seen 232,449 15.6 

Nonsalable; sic» acgtuiacionisets 2x ua Ginna satteneaee 797,997 53.6 
Industrial plants and real estate....................+: 106,231 wen 
Metal-working machinery... :.s;aciiri- sscsele einen nes ae 86,237 5.8 
Communication equipment..................-.e0000: 29,307 2.0 
Motor vehicles ‘and! parts: 2,2... - tac dates vistors cloeiele 20,179 1.4 
Steel y.:.6.0-« siredohetana asin te eater aerate: 19,834 1.3 
Construction materiale. eeias saswvedemeee 2s 2. ate 17,192 1.2 
Pablo! baildingg: ssc. << occ. cons ae eee cat ate 15,672 mey 
General-purpose industrial machinery and equipment.. . RFC 9,906 7 
Special industrial machinery................-.-...00, RFC 9,000 6 
Baal vesnels, ver .00 «gies «cx, chy eatetecane «deka eel WSA 8,516 .6 
Electrical machinery and apparatus................... RFC 8,000 5 
Miscellaneous parts: os. . gaviess cree ok aa On Treas. 7,668 6 


Note: In addition to the items listed above, the inventory surplus of $1,488,121,000 includes thirty-nine other groups 
valued at less than 0.5% of the total. Chemical surplus inventory amounts to 0.3%. 


1Per cent of aggregate of all inventories. 
*Largely fates i 
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TABLE 7: DELIVERIES OF WAR PRODUCTS BY THE AUTOMOTIVE INDUSTRY 
Source: Automobile Facts & Figures, 1945 
1944! 1943 1941 1940 Total 
soe 
Cat 19: ° 
rag Thousand Thousand Thousand Thousand Thousand caer 31, % 
Dollars lars % Dollars Dollars % Dollars % 
In Thousands 
PON pests sac ies preree ewes 9,298,000 8,661,330 | 100.0 | 4,690,971 | 100.0 933,154 | 100.0 141,575 | 100.0 |23,739,947 | 100.0 
Aircraft engines and parts| 4,193,000 3,390,739 39.1 | 1,342,676 28.6 178,333 19.1 22,237 15.7 | 9,127,609 38.4 
Tanks and parts........| 1,068,000 1,217,741 14.1 598,113 12.8 61,616 al aie § sous | 2,945,913 12.4 
Motor vehicles and parts} 2,465,000 2,297,887 26.5 | 1,689,644 36.0 529,144 56.7 102,105 72.1 | 7,096,132 29.9 
MAURER Ears oe te 362,000 636,056 7.3 425,361 9.1 27,530 3.0 338 0.2 | 1,450,923 6.1 
Marine equipment...... 688,000 569,437 6.6 346,838 7.4 101,216 10.8 15,441 10.9 | 1,722,638 7.3 
Ammunition........... 234,000 296,304 83.4 155,730 3.3 24,821 2.7 187 0.1 711,414 3.0 
PAU ORDER: «so cise oc. ora s> 288,000 253,166 2.9 132,620 2.8 10,494 nS 1,266 0.9 685,320 2.9 
1Preliminary. 


all manufacturing enterprises in 1939.* This 
public investment is about one fifth of 
some estimates of aggregate surpluses in 
all classes at the end of the war. Ord- 
nance accounts for about one third of 
all publicly owned war plants, while air- 
craft and shipways account for another 
1See “The Economic Almanac for 1944-45,” p, 189. 


third. The remaining third, designed to 
manufacture metals, chemicals, and civil- 
ian products, will be more directly com- 
petitive with peacetime plants” 
Drawbacks to disposal of certain types 
of government-owned plants and equip- 
ment include non-adaptability to peace- 
2See Road Map of Industry, No. 452, August 25, 1944. 


time requirements and location of a large 
part of surplus industrial facilities where 
their marketing possibilities are consider- 
ably limited. 

Plants and industrial real estate tabu- 
lated as surplus by the Reconstruction 
Finance Corporation on April 30 amount- 
ed to $106 million, an increase of 12% 


above the figure a month earlier, while 
raw-material inventories showed a mod- 
erate decline. The recent SPB report to 
Congress recommended speedy disposal of 
surpluses in general to lend reality to re- 


Table 8: Value of Applications for Reconversion, Construction and 
Equipment Sarees ol by WPB, April 1 to June 15 
Thousands of Dollars 


Industry Total PR-241 Dir 5? conversion; however, disposal of plants 
eee tt PAPE bend equipment must be subordinated to 
ne ee 154,960 | 52,648 | 102,312 _ the long-term general welfare. 
EMERTIA SINGLE DFOGUCES sc. <1. cues oa cise ciaye seo fom naegianrs sone 100 1 99 
Pre PERTLLOUUCUS Rect re. feet ce tore ok te oik ato nan ee ewer 2,355 42 2,313 MACHINE TOOLS 
eae a Aer — PEOUUCtSM fees. gee eee were a a a Shipments of new machine tools during 
Parca and allied productst.stechyet baste sec vas vee ede cisions , 
Rubber products. . . 2 Sr: eee Se oe ee Se A ot Ire 312 22 290 the first five months of this year amounted 
InOeECAY, ENG wlass PYOUUCS:.: 2.0.4. c.se ed saraedacineesye ss 278 73 205 to $193,572,000, compared with $241,- 
Trntana eveel and products;. 22.2. .5 2 free «sles decree a 18,402 4,255 | 14,147 586,000 in the corresponding period last 
Rolling mills, foundries, etc............... 0.0... eee eee e ee ees opie nae hig 8 year and $589,305,000 in the same period 
ys i: stele mysthe | cqasinre iti seats 03,5 slates ee asd a Ag inMase Catlled orders at dieend. ot 
a ee ee ee aE oa Q15 131 84 May totaled $275,256,000, a level quite in 
Enameled-iron sanitary ware............0...ccecceeeeeeeeee : = ie : = line with the month-end figures since the 
Regrareneer sata Ody COG .7 falaine eset cis 2 leave aoa Davie 2 w wratele re mistgierecsie ; 5 <8 
Metal stamping and coating................--.eecceceeeeeees 1,588 813 775 pan o peat 
Mpornied ateel forgings; ! 288 oe Sie ei acawie tah ovsagetehion: 174 19 155 ; . “ eatin orders has been 
UE MEIE OS: mcooccs ca sate t cG ee creaT does eeis,s his wie elheetanseaeters 701 71 630 completed. ome manufacturers are not 
Ds Pee oe Sa a RON, Sided den oh d Luwehaeaewediess 2 396 88 308 inclined to place new commitments for 
aero zavial ANG Prod ucts:ue 4 kde enw deters toiayachte ten acts hee Weed Be tools:amntil; postwar nequiremenia ,can. be 
EAR ER RR eae SEMEN I > cos cae Ice 
Rijrereare end plated Ware, cet, eee. Ce... a emer 275 205 70 more accurately gauged and the sale or 
iMiectroplating and polishing: ..25.,. Js. 200s ee « eelebine sn solo 240 89 151 lease policies of government-owned units 
ie po dehieng frtares 2 Someta’. cota coeeeee ies Le ga He nae alah defined. 
ee ne td. ee 86 66 20 onfusion in respect to machine tools is 
Machinery (except electrical)... 0.0.00. 2 0. ee ce eee ences 10,269 4,792 5,477 twofold: first, machine-tool producers are 
Tractors. TRG me arenas otwele: 6 /bB oly pls. =. @islvis cereale 6. dicts s 0 o/aja'Slie's bictace a 9ik,e 2,010 803 1,207 deeply concerned over prospects of a fur- 
Paper INA USETIES MACHINERY AD <i 5<atleset <0 0 = afb, a,alvlernin.-)-'ple 110 28 82 ae ee 5 
eros, equipment, ‘se ee ee ala. > omne. » pcre acne 101 12 89 ther decline in demand for new machines 
Mechanical power transmission equipment............-..-. -- 118 118 ee when government disposals reach peak 
faoerestic taumdry equipment:.267 2.0.0 ks. oc ots eee eae See 553 269 284 proportions; second, the specifications of 
Domestic mechanical refrigerators................-.06000e0005 ant act apd government-owned machine tools required 
papneration equipment, commercial. 5. ...26 0: bere na ewe wwrsins oes ay A ps the manufacture of precision tools sur- 
Electrical machinery ..................:+sssssssssssvsssss---) 4467 | 1,878 | 2,589 ~— passing standards used before the war. 
Industrial generating, distributing apparatus.................. 222 222 ed Especially disturbing to machine-tool 
ene Sap oration poo asta a Shs scnplaieiade eee : 4! ~ 4 builders is the fact that their output dur- 
ca. UREPPIMREME. 2. wc ccc ce ese ccs eeseseerces e 
Rastinaiicstion egeiekt. BUC eR oie teas eee eae ts es 837 ee 837 ing the three Years 1941-1943 could meet 
Mlectric Datlerics). ss eset e eee e eae. rad. Pe ooh e. 2,037 601 1,436 the nation’s requirements for more than 
Denier a Pees Sirs See ES IRS. so RUMP S Spiele os se 61 61 ae a prewar decade. 
Transportation equipment (excluding automobiles).............. 844 656 188 a eet nganiitak denearin tien atent 
Pr eTI Eales MIM CQUIDNIEDE tie oo .c.ccia re «rei 8) yee a ee eines + + 115,453 | $39,683 | 75,770 8 p , 
Biter Wtnstrieg fee es ee es Pee ees 355 83 272 75% of the most modern and efficient 


machine tools in the United States. These 
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Chart 5: Industrial and Munitions 
Production 
Sources: Federal Reserve; War Production Board 
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555,000 units, scattered throughout the 
nation in 10,000 plants, are equivalent to 
about 25 years’ prewar production. In 
1940, about 827,000 units were employed 
by American industry, three fourths of 
which were more than 14 years old. 
Several foreign nations have shown 
great interest in prospective purchases of 
American-made machine tools, especially 
the U.S.S.R. The effect of this possible 
demand on the industry is uncertain be- 
cause it involves consideration of credit 
extension and questions concerning the 
competitive effect on our foreign markets 
for manufactured goods. For this reason 
there is opposition in industrial and politi- 
cal quarters to any suggestion of releasing 
government-owned machine tools abroad. 
The supply of machine tools relegated 
to surplus thus far has been small in pro- 
portion to estimated private postwar re- 
quirements, but some assurance of post- 
war replacement requirements is being 
given by the government, The RFC 
during June sold surplus machine tools 
costing $1.5 million to four lessees at 
$983,000, under the stipulation that the 
equipment cannot be devoted to civilian 
production until government contracts 
have been filled. There appears to be a 
growing tendency in this direction. 


AUTOMOBILES 


Automobile manufacturers months ago 
recognized the value of setting up special 
departments and committees to obtain 
quick settlement on partly completed war 
contracts. This action is now expe- 
diting the clearing of plant areas of semi- 
finished war materials and special ma- 
chinery and has speeded up the recon- 
version of automobile plants from all-out 
war work to a military-civilian basis. 

Change-over from a war to peace basis 
necessitates removal of extensive machine 
tools and assembly lines that had been 
installed since the last passenger car was 
turned out three and a half years ago. 


In World War I the War Industries 
Board did not directly curtail passenger- 
car production until August 25, 1918, or 
less than three months before the end of 
that war. This did not mean, however, 
that passenger-car production proceeded 
unhampered. On the contrary, the WIB 
system of allocating materials among in- 
dustries with war contracts meant that 
nonessential industries had, to scramble 
for remaining materials. Metal scarcity, 
coupled with a 75% curtailment in the last 
five months of the war, caused passenger- 
car output in 1918 to drop to 943,463 
units from 1,745,792 in 1917, or 46%. 

During World War I, the automobile in- 
dustry was awarded about $1.1 billion in 
war contracts, and of this total one third 
was delivered before the war ended. These 
deliveries included airplane and marine 
engines, tanks, subchasers, ordnance and 
military vehicles. In World War II the 
automobile industry delivered some $23.7 
billion in war products during September 
1, 1939—December 31, 1944. (See Table 
7.) 


Chart 6: Deliveries of Refined Copper 
to Domestic Users 


Source: Copper Institute 
Thousands of Short Tons 
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With the Armistice on November 11, 
1918, WIB moved swiftly, removing re- 
strictions and doubling material allotments 
to the automobile industry. All restrictions 
were removed by the 1918 year end, and 
WIB ceased to function on the same day. 


Material and Labor Problems 


Supplies of materials, such as steel, pre- 
sent a serious problem for the next few 
months. As merchant shipbuilding tapers 
off and other war programs are reduced, 
more steel for passenger cars will be avail- 
able. 


A limited supply of textiles may also 
handicap the automobile industry in 
reaching the goal of 691,018 passenger 
cars authorized by WPB for the nine 
months ending March 31, 1946. Passen- 
ger cars contain from 15 yards to 18 yards 
of textiles. Supplying this material to 
the automobile manufacturers, plus meet- 
ing the demands of the Armed Services 
for new clothing and other uses, may prove 
exceedingly difficult, according to officials 
in the upholstery field. 

Conflicts between the building trades 
unions (AFL) and force account (CIO) 
members as to which group would build 
the facilities necessary for reconversion has 
threatened to delay passenger automobile 
and parts production, but the threat has 
been allayed at least temporarily as both 
unions ordered their men back to work. 


Trucks 


The automobile industry has also re- 
ceived a WPB authorization to build 
545,000 commercial vehicles in 1945. 
About 455,640 of them are expected to be 
available to truck operators, while lend- 
lease, Canada and governmental depart- 
ments will receive the remainder. 

Some doubt exists as to the manufac- 
turers’ ability to attain this goal, but can- 
cellations of orders for military trucks 
may provide an answer. The Army Ord- 
nance Department in mid-June, 1945, can- 
celed a $100 million contract for 24-ton 
cargo trucks, effective July $1, 1945, and 
terminated another contract with another 
manufacturer for vehicles of the same 
size on June 30. Also, a contract with 
another firm producing %34-ton weapon 
carriers and spare parts was cut back. 


After World War I 


At the conclusion of World War I, the 
War Department was in possession of 
a large number of motor vehicles for 
which it had no use. In fact, the sur- 
plus grew even after the Armistice because 
the War Industries Board permitted some 
manufacurers to taper off production rath- 
er than suspend operations abruptly. As 
a result, the War Department owned ap- 
proximately 180,000 vehicles, of which 
100,000 were in this country. 

At that time, the Bureau of Public 
Roads, the Post Office Department and 
other government agencies were seeking 
these surplus cars. Congress therefore 
enacted legislation authorizing the trans- 
fer of some of them out of the War De- 
partment’s jurisdiction. By October 15, 
1921, 24,853 vehicles and parts valued 
at $85 million had been transferred to 
the Bureau of Public Roads, and 5,704 ve- 
hicles were assigned to the Post Office De- 
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partment. The Public Health Service re- 
ceived 780 cars, and other government 
agencies participated to a less degree. A 
large number of unserviceable vehicles was 
sold for parts and scrap. 

Virtually none of the 80,000 motor ve- 
hicles abroad was returned to the United 
States as the United States Liquidation 
Commission sold transport equipment val- 
ued at $352.3 million to European gov- 
ernments, associations and individuals for 
$82.7 million, or 2314% of original cost. 

In the present instance the Foreign 
Economic Administration has asked) for 
more than 12,000 trucks to fill the needs 
of liberated countries, and the War De- 
partment is releasing 10,000 light and 
20,000 medium surplus trucks for domes- 
tic agricultural needs. 


CAPITAL EXPENDITURES 


Plant alteration or expansion plays an 
exceedingly important role in reconver- 
sion programs of industry. From April 1 
to June 15, WPB approved 754 applica- 
tions for construction and equipment nec- 
essary for reconversion. The automobile 
industry heads the list with applications 
aggregating $115 million. Building plans 
of other industries are shown in Table 8. 

Total private expenditures on plant, 
equipment and alterations in the fiscal 
year just beginning are forecast by the 
Department of Commerce at $4.5 billion, 
nearly three times the annual average 
from 1937 to mid-1940. Over 50% of 
this sum is for machinery and equipment, 
75% more than the 1937-1940 average. 
This forecast is based on flexible plans 
rather than commitments. 


Chart 7: Consumption of Chemicals 


Source: Chemical and Metallurgical Engineering 
Index Numbers, 1935 =100 
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Despite expenditure of nearly $2.6 bil- 
lion on expansion of the steel industry in 
the past five years, further additions to 
equipment for peacetime purposes are 
planned. The Bethlehem Steel Company 
plans a $15 million expansion program on 


cold rolling of sheets at Sparrows Point, 
Maryland, and already has ordered part 
of the machinery. The United States 
Steel Corporation plans to spend $27.5 
million, also partly to enlarge its cold- 
rolling capacity at several tin-plate mills. 
Among other projects is the rebuilding 
of several blast furnaces to increase out- 
put. The Kaiser Company recently ar- 
ranged to borrow nearly $1.5 million to 
remodel a mill to roll sheets at Fontana, 
California. Full reconversion of the Fon- 
tana and Geneva, Utah, mills probably 
would cost over $100 million, but will de- 
pend largely on government policy. 


CHEMICALS STRONG 


Reconversion and surplus may be less 
of a problem for chemicals than for many 
other industries, because of interchange- 
ability of plant operation and the variety 
of uses for which most chemicals are 
adapted. Many new products have been 
developed under the stress of wartime re- 


Chart 8: Chemical Production and 


Outlook 
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quirements for which peacetime outlets 
may be found, such as silicones, certain 
resins and insecticides. Furthermore the 
output of most chemicals is unlikely to 
slacken in the immediate future, and no 
major reconyersion is expected in 1945. 

Growing civilian demands have been 
largely by-passed since Pearl Harbor. Fur- 
thermore, huge foreign markets are open- 
ing up in war-torn countries where pro- 
duction of chemicals has been virtually 
wiped out. These sizable foreign and do- 
mestic requirements are chiefly responsible 
for the optimistic attitude of manufac- 
turers who believe that postwar require- 
ments will absorb at least a large portion 
of the present output that rose from 
$3,700 million in 1939 tc $8,300 million in 
1944, 

Among the many chemicals likely to re- 
main stringent are fertilizers, demand for 


Chart 9: Textile-mill Products 
Source: Department of Commerce 
Index Numbers, 1939 =100 
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which is attaining new peaks for the 1945- 
1946 season. At the present, however, po- 
litical strife is brewing between farm 
groups attempting to obtain legislation 
for government operation of plants, and 
the fertilizer industry, which strongly op- 
poses government production. 

A considerable rise in fertilizer con- 
sumption after the war appears probable. 
The resulting increase in production will 
necessitate additional consumption of 
processing chemicals such,as sulphuric acid 
and ammonia, thereby taking up slacks 
resulting from cutbacks. 

Stringencies in ethyl alcohol will doubt- 
less remain as long as full-scale synthetic 
rubber production continues. 


Coatings Short 


Protective coatings have long been in 
tight supply and will probably continue 
so. This is largely the result of persist- 
ent shortages in raw materials compris- 
ing vegetable oils, solvents, resins and cer- 
tain pigments. Even with cutbacks in the 
output of military vehicles and ships, 
huge maintenance demands for existing 
Army and Navy items will curtail civilian 
consumption. Furthermore, military speci- 
fications, which were lowered because of 
existing scarcities, will doubtless be raised 
as soon as there is any easing of supplies. 
This would further postpone increased 
utilization of these materials for civilian 
purposes. 

Late in May the WPB announced that 
many coating materials were likely to re- 
main in short supply throughout 1945. 
These include synthetic resins, chemical 
plasticizers, solvents, chrome pigments, 
rosin and napthanate driers. Those ex- 
pected to remain in short supply, but nev- 
ertheless in sufficient quantities for im- 
portant civilian uses include butyl alcohol, 
xylol, certain acetates and esters, drying 
oils, lead pigments and congo gum. A 
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third group listed as being in adequate 
supply for essential civilian purposes in- 
clude white and inert pigments, nitrocel- 
lulose, phenolic resins modified with rosin, 
acetone and ethy] acetate, and also methyl 
isobutyl ketone. Recently, phthalic alkyd 
resins, toluene, butyl alcohol, and butyl 
acetate have eased somewhat though still 
remaining stringent. 

Other chemicals that are now more 
available include ethyl alcohol, acetalde- 
hyde and acetic acid, benzene, various gly- 
cols, phenol, phosphorous, pine tar, potas- 
sium carbonate, sodium metal, and a few 
others. These chemicals, however, are 
still in moderately short supply and are 
inadequate to meet all civilian demands. 

Occasional disposals of surplus chemi- 
cals by government agencies scarcely al- 
leviate the plight of the consumer. Chem- 
icals listed as surplus by the SPB as of 
April 30 were among the smaller items in 
the complete list of inventory surplus. 


New Chemical Markets 


Spokesmen for the industry expect that 
recently developed products will have im- 
mediate and wide applications, including 
such things as silicones, certain resins, new 
synthetic textile fibers and the insecticide 
DDT. To what extent synthetic rubber 
will be replaced by the natural article can- 
not be determined until the rubber planta- 
tions of the East Indies resume large-scale 
operations. 


Table 9: Industrial Consumption of 


Chemicals 


Source: Chemical and Metallurgical Engineering 
Index Numbers, 1935 =100 


Item Quarter | Quarter 

Prelim- | Average | Average 

inary | for 1945 | for 1944 

Fertilizers........... 40.49 | 41.59 | 88.52 
Pulp, paper.......... 18.51 | 19.00 | 18.38 
Petroleum refining...| 18.52 | 18.42 | 18.52 
Glass 2 eS RSS 19.00 | 19.20 | 19.42 
Paint, varnish........ 18.50 | 17.85 | 15.86 
Tron, steel........... 12.92 | 12.85 | 18.26 
RAYON, ens ceu tes rsa: 18.37 | 17.87 | 17.44 
Textiles cen eee 10.49 | 10.90 | 10.64 
Coal products........ 9.57 | 9.96] 9.95 
Leather.c. Pa gtaciies 4.50 | 4.47] 4.38 
Industrial explosives..| 5.27 | 5.04| 5.21 
Mubber os occ < + 10 3.00 | 3.00] 3.00 
Plastics. oes 4.90 4.92 5.10 
Totalieres: och ere: 184.04 |185.07 |179.68 


New products derived from chemurgic 
crops are already finding increased de- 
mands. This is particularly true of the 
corn industries which have recently intro- 
duced such articles as zein, a protein coat- 
ing for paper and wood; and sorbitol a 
dextrose derivative which can be substi- 
tuted for glycerine, which is now scarce. 

Industrial uses for sugar and molasses 
are mainly in the fermentation field, but 


Chart 10: Weekly Stock Prices 


Source: 


Standard and Poor’s Corporation 


Index Numbers, 1935-1939 = 100 
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molasses is also used in the production of 
citric acid and is mixed with the soil to 
help to prevent certain plant diseases. 

Wood wastes are being used in the pro- 
duction of various chemicals, including 
ethyl and butyl alcohol. One thousand 
pounds or more of sugar are recoverable 
from one ton of wood wastes, as well as 
by-products, such as lignin, furfural, meth- 
anol and acetic acid. 


WPB on Chemicals 

Although the most important chemicals 
are tight and likely to remain so for some 
time, the WPB is attempting to assist re- 
conversion in the gradual release of con- 
trols, which is to be accomplished in three 
stages: 

1. Removal of restrictions on use of 

chemicals in civilian goods, 

2. Revocation of allocation orders gov- 
erning use of chemicals in intermedi- 
ate products such as methanol in for- 
maldehyde. 

8. Elimination of orders controlling dis- 
tribution of basic raw materials es- 
sential to production of both military 
and civilian goods. 

By maintaining control over basic raw 
materials, the government expects to avoid 
complications arising from preferential dis- 
putes among various classes of chemical 
manufacturing. 


TEXTILE SUPPLIES SHORT 

Requirements for textiles for the Pa- 
cific war are expected to remain high. 
There are indications that the one-front 
war will consume more textiles per month 
than the two-front war, The industry’s 
output, which could be increased 25% 
through full three-shift operations, may 
however decline seasonally in the third 
quarter of this year, and reach a wartime 


1944 


low, mainly because of labor shortages. 
Cutbacks have been made in some specific 
items, such as Navy reductions in denims 
and chambrays. This brought some relief 
to the civilian supply of work clothing. In- 
creased production, however, will be neces- 
sary for any general relief. Otherwise, im- 
provement in supplies must await more 
substantial cutbacks. 

Cotton textile supplies will remain crit- 
ical for eighteen months after V-J day, 
according to one trade spokesman. Im- 
pending cuts in military woolen and 
worsted requirements indicate an im- 
proved supply of men’s clothing by the 
beginning of 1946. 

No reconversion problem exists for the 
textile industry, beyond the need for re- 
placing and repairing overtaxed facilities. 
The surplus disposal problem does not 
appear prominent, either. It has been 
reported that “substantial” military stock 
piles of worsteds, heavy woolens and cot- 
ton ducks, more than half of which are 
cut into clothing and equipage, are held 
in Europe. When containers and shipping 
space are made available, these goods will 
probably be removed to this country for 
use in the Pacific, or shipped directly to 
the fighting zones. 

At the end of the last war, surpluses 
existed in blankets, breeches, woolen yard 
goods, overcoats and other textile prod- 
ucts. For the most part these goods were 
disposed of through retail stores, at low 
prices. At the end of this war, it is likely 
that there will be some surplus for exam- 
ple, of uniform fabrics and blankets. Such 
stocks might be held for peacetime issue 
to the Armed Forces personnel—in the 
case of regulation uniforms. Several mem- 
bers of the industry have expressed the 
opinion that other surpluses should be 
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Chart 11: Income and Retail Sales 
Source: Department of Commerce 
Billions of Dollars 
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disposed of by immediate sale, and that 
ready outlets may be found in foreign 
countries. 


SHOES 


Surplus disposal constitutes a relatively 
minor problem for the shoe industry. 
Some members of the industry have ex- 
pressed their intention of buying back gov- 
ernment surpluses of raw materials, if any, 
and of assisting in the orderly disposal of 
finished merchandise. Since footwear pro- 
duced for the Armed Forces will continue 
to be issued to the Services after the end 
of the war, there will be, it is reported, 
little surplus to be disposed of. Small 
quantities of shoes declared to be surplus 
have already been released from time to 
time for sale at fixed prices through regu- 
lar trade channels. 

Shortages of leather and manpower for 
shoe manufacturing have held current out- 
put far below total requirements. Ration- 
ing of civilian footwear may well be con- 
tinued for some months after the defeat 
of Japan. Reconversion from wartime to 
peacetime production will cause relatively 
few problems for shoe manufacturers. 


RUBBER 


Civilian transportation is currently fac- 
ing its most critical year, with truck and 
bus tires most inadequate for essential 
needs. Allocations for the third quarter 
amount to 71% of estimated needs, Pas- 
senger-car tire allocations are also far 
below requirements. The shortage of man- 
power is largely responsible for the inade- 
quate supply of truck and bus tires, and 
output for military needs has also been 
retarded. 

Strikes crippled tire production in June 
and early July. A twenty-day strike at 
five Goodyear Tire and Rubber Company 
plants affecting 17,000 employees was 


Chart 12: Weekly Slaughter of Livestock at Fifteen Centers 
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ended when the Navy took control on July 
5, after the stoppage had cost the war 
effort an estimated 320,000 plane and 
truck tires. More than 16,000 employees 
of the Firestone Tire and Rubber Com- 
pany plant stopped work on July 1, and 
the strike remained unsettled a week later. 

Industry spokesmen have advised the 
return of surplus supplies at the end of 
the war to manufacturing plants, which 
can put the tires into condition and dis- 
pose of them with a guarantee as to their 
quality and condition. Capacity for large- 
size heavy-duty tires has been expanded 
over 300%, and the industry has stated 
that government-industry negotiations 
will be needed in order to preserve price 
structure. 


HOUSEHOLD APPLIANCES 


Priorities assistance is being granted for 
materials for the manufacture of a maxi- 
mum of 265,000 refrigerators and 350,000 
washing machines in the third quarter 
of this year. These priorities, however, 
rank below those on munitions and do not 
assure buyers sufficient materials. Re- 
frigerator manufacturers may apply for 
permission to produce in excess of this 
maximum, but no additional priority as- 
sistance will be given. Production of do- 
mestic washing machines without priority 
assistance is unrestricted. 

Vacuum cleaners may also be produced 
to the extent that materials are available. 
From April 30, 1942, to June 11, 1945, 
output of cleaners was prohibited except 
under “spot authorization” by the WPB. 
“Spot” production in 1944 was estimated 
at 36,000, deliverable only to military and 
licensed export, or to certain essential civ- 
ilian orders. Delivery restrictions have 
also been revoked, and the cleaners will be 
sold through normal distribution chan- 
nels. 

The WPB has issued allotments of con- 
trolled materials, such as aluminum, cop- 
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per and steel, to the refrigerator and wash- 
er manufacturers and has permitted them 
to use an AA-3 rating for other materials. 
The scarcity of textiles and other mate- 
rials is expected to prevent any sizable 
output of cleaners for some months. Pro- 
duction of ironers and driers, unaided by 
priority ratings, will also be delayed by 
lack of materials. 


FOOD 


A major saving factor in the world 
food situation has been the generally high 
output of American agriculture during the 
war. A severe drought has heavily cut 
wheat, rice and mutton production in Aus- 
tralia. Fuel-oil shortages have severely 
curtailed the movement of Argentine 
wheat to the Atlantic seaboard. Scarcity 
of production facilities, including labor, 
agricultural machinery and transport, has 
combined with black market inequalities 
in France to reduce average caloric con- 


Table 10: Spring and Fall Pig Crops 
Source: War Food Administration 


Millions of Head 
Year Total 
LOSS SEA: age 84.3 
OAS: oe? toes ners 121.7 
YS See Bane 86.8 
1945. 87 .0e 
eEstimated. 


sumption one third below prewar levels 
and that of low-income groups by much 
more. Grain-crop prospects in Europe are 
the poorest of the war period. 

The 1945 grain yield in the United 
States is expected to be less than in 1944, 
when it was one third greater than in 
the prewar decade. Output of processed 
vegetables in 1944 was 5.2 million tons, 
10% over 1943 and about 50% above the 
average for the prewar decade. The 1945 
crop prospect is not propitious and civil- 


238 


THE CONFERENCE BOARD 


July, 1946 


ians may receive 25% less canned food 
during the next year. 


Army Getting More Food 


A large part of meat production is ear- 
marked for the government. Federal 
holdings of pork increased from 21% of 
total in storage to 24% during May. At 
the end of May, cold storage stocks were 
603.1 million pounds, compared with the 
average wartime total of 866.0 million 
pounds. Most of the decline is attributable 
to short pork production. 

The pig crop for 1945 is estimated at 
87 million head, about equal to last year’s 
crop but well below the 1943 total of 
121.7 head. (See Table 10.) Slaughter of 
hogs has fallen to about half the early 
1944 rate. (See Chart 12.) 

Such scattered food “surpluses” as ex- 
ist in this country consist of over-age pro- 
cessed foods in government hands, which 
are subject to replacement and those ob- 
tained to harden market prices. Rede- 
ployment of American troops in Eng- 
land and on the Continent is in effect 
releasing reverse lend-lease food formerly 
supplied to United States troops, Reverse 
lend-lease in foodstuffs through 1944 total- 
ed over $8 billion for the United Kingdom 
and Australasia alone. It is expected 
that these supplies will tend to enter Em- 
pire channels of trade. 

Suspension of lend-lease food shipments 


TABLE 11: 


to European Russia had no effect on do- 
mestic civilian food supplies since the 
Army took proportionate increases under 
higher priorities, which helped to meet 
the change from K-rations to a more nor- 
mal Army diet after V-E day. 

Army purchases are expected to be in- 
creasingly heavy in 1945 owing to p.o.w. 
and civilian feeding abroad. In 1944, 22% 
of allocable supplies were for the Army, 
Navy and lend-lease, while the figure for 
1945 is likely to exceed 25%. 

Supply conditions will depend in part 
on the speed with which European agri- 
culture recovers. In part, it will depend 
on American employment. A high income 
level would reduce the seriousness of war 
surpluses. Surplus disposal, characteris- 
tic of some industries, is a postwar rather 
than a current problem in food. Toward 
the close of the last war, large Army 
reserves of food, including meat and fish, 
were in a position to enter the American 
market and impaired domestic prices. 
Present military reserves are expected to 
be carefully funneled into the usual trade 
channels with little disturbing effect. 


RAILROADS 


Railroad surpluses are minor and pecu- 
liar to the industry. Occasional surpluses 
of materials on one road are traded for 
excess materials on another road, Over- 
all surpluses have yet to put in an ap- 


Source: Department of Commerce 
Millions of Pounds at End of Month 


pearance. In fact, for the most part the 
war has brought about deficits of ma- 
terial and equipment on the railroads. 

The Army and Defense Plant Corpora- 
tion have purchased some 3,200 troop car- 
riers, which are basically high-speed 
freight cars, as well as a few locomo- 
tives. Cost of conversion in most in- 
stances discourages direct buying by the 
railroads. Final surplus disposition is 
likely to be delayed several months and 
is expected to have an insignificant ef- 
fect on the market. 

Purchase of equipment by government 
agencies anticipates a record passenger 
traffic load toward the close of the year, 
when the redeployment crest moves west 
to the Pacific coast. The peak in freight 
traffic will be of considerable duration, re- 
flecting heavy movement of grain and 
matérial. Third-quarter carloadings are 
forecast at 1.1% less than a year ago, but 
with hauls unusually long. 


Exports Still Heavy 


Export of rolling stock has been siz- 
able, particularly to the West European 
areas, More than 13,000 freight cars have 
been ordered on foreign demand _ this 
year, 50% above domestic orders. This 
five-month total compares with 10,474 
freight cars ordered for export in all of 
1941. Reexport to this country is dis- 
counted. Box cars shipped to France, 


STOCKS OF SELECTED FOODS IN COLD STORAGE 


Year January February March | April May June July August September | October | November | December 
Meat 
1939-1940!....... 886 892 837 570 542 675 986 
a eee «Ging oe» 880 924 998 795 761 846 1,073 
veo gaemunlne se 1,650 1,531 1,250 784 646 617 675 
Beef 
1939-1940'......... 66 61 57 50 44 40 38 85 37 49 70 92 
1O4R A .S veia eves 107 102 98 93 90 82 88 101 112 135 186 227 
LOAM ses ss ewes s 242 280 294 271 244 207 168 161 144 127 115 107 
NOSE Se dvs poder ae.s 116 133 153 191p es eae ani ove bas blobs Te wer 
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for example, average 20 tons capacity, 
while standard American box cars average 
50 tons. Locomotives are proportionately 
small. 

Domestic orders are only two thirds as 
large as foreign orders, totaling 8,861 
freight cars for the first five months of 
1945, an unusually light figure. Orders 
for 218 passenger cars were placed in the 
same period, Such orders had been 
banned in previous war years. Much larg- 
er equipment orders are expected shortly. 


SHIPPING AND SHIPBUILDING 


Shipbuilding has declined irregularly 
from the peak reached in December, 1943. 
Merchant-ship deliveries in May were 1.1 
million dead-weight tons, approximately 
at the level of the fall of 1942. June saw 
the completion of the last of the 2,500- 
odd Liberty ships. 

The Bland bill, now in process of re- 
vision, includes provisions for laying up 
undisposable merchant ships and for the 
sale of desirable craft. Both shipbuilders 
and shipping men generally favor the bill’s 
provisions. The long delay in enactment 
is having little effect on the problem of 
surplus disposal. ‘The United States, as 
well as other nations, is proceeding to 
construct custom-built ships for postwar 
trade. Should the war continue for an- 
other year, sinkings, damage and the high 
cost of reconverting many merchant ves- 
sels may greatly reduce the question of 
surplus disposal. Most available hulls 
will be Liberty ships, with a possible sprin- 
kling of Victory vessels. 


Surplus Facilities 

The Vinson bill (H.R. 3180), passed by 
the House, provides for Congressional con- 
trol over government-built naval yards 
and facilities which can be considered as 
economic units. The bill as it now stands 
gives Congress final word on their dispo- 
sition. The Navy view is represented as 
being concerned over disposal of high- 
priced assets and less inclined to exert it- 
self over scattered government facilities 
of minor value which are integrated into 
large private units. 

The Vinson bill applies only to what 
are called complete economic units. How- 
ever, industry sources point out that some 
interpretation is involved since a plant 
can be 50% government and 50% private, 
completely integrated, and yet the gov- 
ernment facilities could easily be set up 
as a complete economic unit. 

The House committee which considered 
the bill’s provisions drew up a list of 
plants presumed to fall under Congres- 
sional veto power. Only a small segment 


Table 12: Manufacturers’ Orders, Shipments and Inventories 


Source: 
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Item 
RAVEDUOMIGSU rN are eT Ou ome ce mnes 163.7 
Wurable goods. dein. desu. viele 188.7 
Automobiles and equipment.........} 233.6 
Iron and steel and products......... 118.6 
Nonferrous metals and products. ... . 150.5 
Electrical machinery............... 815.7 
Other machineryis «cesses iaee odes 220.0 
Transportation equipment.......... 766.0 
Nondurable, gooda. sus Vo<sinesiasiy wows 141,9 
Chemicals and allied products....... 151.4 
Food and kindred products..........] 145.6 
Paper and allied products........... 135.7 
Petroleum refining...............05 107.5 
Textile-mill products,..,........... 119.0 
PANTER O MEM g th clear ach tise rsiain'e's.0,0 ue nha oe 
WULEIO LOWES Gls an bus te ere e emit an 
Automobiles and equipment..,...... 
Iron and steel and products,........ 


Nonferrous metals and products, .... 
Electrical machinery............... 
Other machinery.......cccsheasvucs 
Transportation equipment.......... 
Nondurable goods. ess'ss:0 co scvw's brave os 
Chemicals and allied products,...... 
Food and kindred products.......... 
Paper and allied products........... 
Petroleum and coal products. ....... 
Textile-mill products.............45 


Wanuary, 10989 «100, 


of naval shipbuilding facilities are covered 
by the Vinson bill. Expansion of the act’s 
coverage will probably await a determin- 
ation of postwar naval shipbuilding. 


SURPLUS AIRCRAFT DISPOSALS 


Surplus combat plane types are being 
torn down at the rate of 100 per week. 
Some 5,000 surplus bombers and fighter 
planes are stored, awaiting salvage crews. 

Hundreds of planes arriving from 
Europe each week are not suitable for 
service in the Pacific because of strenu- 
ous use and obsolescence. ‘The govern- 
ment has declared surplus more than 84,- 
000 obsolete aircraft, and thus far only 
9,800, or 29%, have found civilian buyers. 
Their civilian market is limited because 
of high horsepower engines. By the end 
of World War I, Congress had appropri- 
ated $700 million for planes. Few first- 
line planes made in the United States saw 
service before the Armistice. Neverthe- 
less, by November, 1918, the industry had 
built up a manufacturing capacity of 20,- 
000 planes a year, and 1,216 American- 
built planes and 2,083 Liberty engines had 
been received overseas. The major part 


Percentage Change 


March, April, 
March | February mia Monit. 

1945 1945 
164,87) 165.7r 2 0.7 -6.6 
188.9 188.7r] 204.9 -0.1 -7.9 
230.8r] 229.9 | 241.5 +1.2 -8.3 
W3.7r} 116.1 124.1 0.1 -8.5 
149.9r} 145.9 | 154.7 +0.4 2.7 
317.3 | 309.3 | 3830.3 ~0.5 4.4 
Q221.0r) 218.5r} 229,2 0.5 4.0 
768,3r] 786.47] 991.3 -0.3 | -22.7 
143.7r} 145.6 149.2 -1.3 4.9 
161.37) 1561.8 163.8 +0.1 -7.6 
148.4r) 154.4 170.8 -1.9 -14.8 
135.1r} 133.0] 139.0 +0.4 2.4 
108,7r} 108.5 108.4 -1.1 -0.8 
128,2r) 123.5 6 3.4 -1.3 
280 r| 287 +1 +4 
381 r} 394 +2 -] 
314 7} 322 4 -1 41 
288 r| 273 4 2 | +14 
295 r| 303 +3 | 411 
504 or} 532 ~2 ~4 
408 ri 429 fr +8 +3 
2,025 r/2,314 r +3 -21 
210 r 213 fr tte +10 
228 r| 228 r 4-6 a 
214 r| 224 +2 +5 
184 r| 183 +2 +9 
195 r| 194 +2 +8 
189 r| 198 + 0 -3 
353 r| 369 1 -2 +24 
574 =r} 600 47 4 +37 
211 rr} 220 +1 +6 
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of planes in service with our armies were 
bought from the Allies and an aggregate 
of 740 American and allied-built planes 
were in action with American forces, Be- 
cause of the lack of ocean tonnage, Ameri- 
can-built planes were stocked high on 
United States docks on Armistice Day. 

Planes abroad were sold or junked, but 
extensive sales of surplus aircraft in this 
country were evident in the number of 
“Jenny’s” which became a familiar sight 
at country fairs. The industry remained 
depressed for some time after World War 
I, despite increased interest in aviation, 
partly because of the large number of sur- 
plus planes which had flooded the civilian 
market, 

Recommendations made in 1944 by the 
Aeronautical Chamber of Commerce to 
the government’ to scrap obsolete planes 
and to replace planes in military service 
with the latest models is expected to help 
maintain the aircraft industry in this 
country and to encourage research in de- 
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Operating Results of Renegotiated Corporations 


HE ACCOMPANYING tables were 

prepared by Colonel Maurice Hirsch* 
for the Small Business Committee of the 
House of Representatives. The data are, 
accordingly, arranged to facilitate com- 
parison of the results of small corpora- 
tions with those of the larger. 

The corporations included are not a 
sample. They represent all available cases 
for which the data shown in the tables 
were available. Renegotiation proceed- 
ings, so far as they affect 1943 operations, 
were practically completed at the time the 
tables were prepared. Hence the coverage 
is virtually complete. 

Table 1 groups corporations according 
to sales in the base period (1936-39) 
when the volume of business done by the 
individual corporation was more nearly 


1Colonel Hirsch is Chairman of the War Contracts Price 
Adjustment Board, and the War Department Price Adjust- 
ment Board. 


“normal” than in 1943 when war activity 
was at its height. 

Tables 2 and 3, which group corpora- 
tions according to 1943 sales, are useful 
for other purposes than comparing the 
effect of renegotiation on small and large 
corporations. The very limited number 
of cases falling in the smallest class group 
in these tables is a result in part of swollen 
1943 sales of many small corporations, 
but is also owing to the provision that con- 
tractors with annual sales, for any year 
ending after June 30, 1943, otherwise rene- 
gotiable of less than $500,000 were exempt 
from renegotiation. 

All the tables seem to speak for them- 
selves, but certain observations by Colonel 
Hirsch which at points supply informa- 
tion not included in the tables are sum- 
marized below. 

1. Executive compensation, whether re- 
lated to net worth, sales or profit is largest 


among the smallest corporations, and, gen- 
erally speaking, declines as the corpora- 
tions grow larger.” 

2. The 1936-39 average net profit of 
the average corporation with annual sales 
under $500,000 was $10,200, or 4% of 
average annual sales of $255,000. This 
profit figure is after deduction of federal 
taxes related to income at an assumed 
effective rate of 17%. In 1943, the profit 
figure after renegotiation and taxes was 
$62,000, or 3.7% on six times the expanded 
sales of $1,681,000. 

The 1936-39 net profit after taxes at 
the same assumed effective rate of 17% 


1Colonel Hirsch in his presentation to the Small Business 
Committee had this to say: 

“Tt is recognized that owner-managers of small businesses 
often perform functions further down the line of operations 
than normally assigned to top executives of larger organiza- 
tions, and therefore, to equalize what are designated as 
executive salaries, the payments to other than top execu- 
tives should sometimes be included in the figures of the 
larger companies. Nevertheless, the statistics as shown must 

regarded as substantially correct, and at the least are 
indicative of the relative positions ‘of the respective size 
groups.’ 


TABLE 1: OPERATING RESULTS, FISCAL YEAR ENDED IN 1943, OF 3,178 RENEGOTIATED CORPORATIONS— 
CLASSIFIED BY ANNUAL AVERAGE BASE-PERIOD SALES! 


Dollar Figures in Thousands 


Annual Ave Base-period! Sales. ~~~“ lseaevaaelineese eee Under $500,000 to wee my ae lida ore 
rage period! Sales. ~~~ © eeenesoree ees b aes $500,000 | $999,999 $i, aoe cay g4.cee, 8 90,099, 999 | $10,000,000 
Nuraber of corporations’)... 7-22-02 uses ane eee 1,203 702 524 435 170 144 
Before or after 
Average Operating Results, 1943 Hoecled Renegotia- 
Taxes tion 
i@Renegotiablesalessag.0s ae tah oo ee ce ce ts es Ps Before $1,658 $2,393 $4,465 $7,304 | $20,304 | $103,677 
Zs Renegotiable sales e650. wid chee eerie eee ne After 1,448 2,136 3,929 6,435 18,257 97,115 
Bem Lotal sales... . cr ¢.5,3,0 teeth aeleiase cintete Re cimaer teh ae OTe ASE After 1,681 2,846 5,324 9,896 24,777 | 177,423 
4. Profit on renegotiable sales..............00ccceeeseeeees Before | Before 371 486 958 1,587 4,092 17,837 
5. Profit on renegotiable sales..................00000000uee Before After 161 229 422 718 2,045 11,275 
Gr Profit’ on ‘total sales, chs sinh erecta tac ice a eee Before After 207 361 675 1,330 3,192 20,539 
7. Profit on renegotiable sales (per cent).................... Before Before 22.4 20.3 21.5 91.7 20.2 17.2 
8. Profit on renegotiable sales (per cent).................... Before After ThA 10.7 10.7 PhS 3 11.2 11.6 
9. Profit on total sales (per cent)...............00ccceeeues Before After 12.3 12,7 12.7 13.4 12.9 11.6 
10st: Netiwprtlineek. ne. Aine. Pere ee: Te ee me rs 203 563 1,229 2,598 7,051 52,974 
11. Profit on renegotiable sales, as per cent of net worth....... Before | Before 182.8 86.3 77.9) 61.1 58.0 33.7 
12. Profit on renegotiable sales, as per cent of net worth.......| Before After 79.3 40.7 34.3 97.6 29.0 bake, 
18. Profit on total sales, as per cent of net worth............. Before After 102.0 64.1 54.9 61.2 45.3 38.8 
14. Profit on total sales, as per cent of net worth............. After After 30.9 20.1 18.4 16.6 14.9 14.8 
15. Profit on nonrenegotiable sales, as per cent of net worth....| Before ney 22.7 23.4 20.6 23.6 16.3 17.6 
16.: Executive compensation: «0. ..:.2 ov siameinnse es eles Hees" Bo 57 67 84 119 185 404 
17. Executive compensation, as per cent of net worth......... ss tie ee 28.1 11.9 6.8 4.6 2.6 8 
18. Executive compensation, as per cent of total sales......... A Before 3.0 2.2 its a hs | hg 0.22 
19. Executive compensation, as per cent of total sales......... \ alee After 3.4 2.4 1.6 Lae Ari 0.23 
20. Executive compensation, as per cent of total profit........ Before After 27.6 18.6 12.4 8.9 5.8 2.0 
21. Executive compensation, as per cent of total profit........ After After 90.9 59.5 37.3 27.5 17.6 5.2 
22. Executive compensation, as ratio to sales...............-. Ae After 1: 29.5 | 1: 42.6 | 1: 68.4] 1: 883.2 | 1: 183.9 | 1: 439.2 
23. Profit before taxes, per cent retained...................-. After After 30.3 31.3 83.5 32.4 32.9 38.2 
Base-period! comparisons (averages) 
24. "Total sales, base period. comes eine reine oe oe Ay thah $256 $714 $1,428 $3,137 $6,933 | $69,411 
25. Profit on basé-period sales, 2: .. sc... aeeuieerns seek meant Before 12 49 238 539 6,042 
26. Profit on base-period sales, per cent.............4..00000- Before a aNe 4.8 6.9 6.8 7.6 7.8 8.7 
27. Per cent increase 1943 sales over base-period sales......... Sarda After 557.9 298.8 272.9 215.5 257.4 155.6 
28. Per cent increase 1943 profit over annual base-period profit.| Before After 1,582.9 636.7 595.9 458 4 491.9 239.9 


Nore: Executive compensation is that of main executives only. Net worth derived from unweighted percentages. 
\Base period is 1936-1939. 
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TABLE 2: OPERATING RESULTS, FISCAL YEAR ENDED IN 1943, OF 3,745 RENEGOTIATED CORPORATIONS— 
CLASSIFIED BY 1943 TOTAL SALES 


Dollar Figures in Thousands 


Under $500,000 to $1,000,000 | $2,000,000 | 5,000,000 Over 
PPS itotel Males Bo PUR BF UE i cadues Se becrate tance 500,000 | $999,999 rine Mitosis oe che $10,000,000 
Ral neror COMrporations, =e Mbidenie< occ SRR eho aw do Ses Reais See 150 645 880 1,052 484 534 
Before or after 
Average Operating Results, 1943 pci Renegotia- 
Taxes tion 
PRMER EC POLIAD IO TSRICT coarser + ah, aces oieie once sienna tieceten Hoge Before $311 $704 $1,428 $2,450 $5,919 | $41,494 
mmaseniogotable cules. ni 3 Mea ile eeeior env ieee hee ee After 267 617 1,270 2,197 5,273 | 38,156 
PME COU SAICS the tec kK keg EONS 2. Biri ain s AUR asto die « ete After 328 750 1,683 3,195 7,943 63,862 
*erront on renegotiable salegi..-.. oc.. ..si0.s.aig on + +s vss male oes Before Before 76 161 295 487 1,235 7,380 
Dee TOuL on renegotiable sales. . oo... .-\etewasenr cesses aces Before After 32 74 137 234 589 4,042 
PEE COMU OM LOtAL SRIES 7... - 2. homes the ccc ienccalewck aver Before After 45 99 215 402 1,043 7,544 
7. Profit on renegotiable sales (per cent).................... Before Before 24.3 22.9 20.7 19.9 20.9 17.8 
8. Profit on renegotiable sales (per cent)...................- Before After 11.8 12.0 10.8 10.6 11.2 10.6 
Pevront on total sales (percent) coe cracaserns.0.0.6@ « sacs) e saspous Sis « Before After 18.6 18.2 12.8 12.6 18.1 11.8 
MUMIMEORYVOLUD. cence ox ceed cote. Setieitie neh iar & ockhaeeacon ees esas Nec 35 102 247 500 1,436 12,206 
11. Profit on renegotiable sales, as per cent of net worth....... Before Before 915.1 158.5 119.6 97.3 86.0 60.6 
12. Profit on renegotiable sales, as per cent of net worth....... Before After 89.8 72.9 55.6 46.7 41.0 83.1 
13. Profit on total sales, as per cent of net worth............. Before After 126.4 97.2 87.2 80.4 72.6 61.8 
14. Profit on total sales, as per cent of net worth............. After After 48.9 33.2 28.6 26.6 24.4 22.4 
15. Profit on nonrenegotiable sales, as per cent of net worth....| Before aie sys 36.5 24.8 31.6 33.7 31.6 28.7 
Gm ecutive compensations, 25... 256 ANG oe ean wae Neat 28 47 55 74 107 234 
17. Executive compensation, as per cent of net worth......... aoe oe 80.1 45.9 22.4 Det 7.6 1.9 
18. Executive compensation, as per cent of total sales......... spans Before 7.6 6.6 3.0 2.1 1.2 0.35 
19. Executive compensation, as per cent of total sales......... rate After 8.6 6.2 Shad 2.3 1.4 0.387 
20. Executive compensation, as per cent of total profit........ Before After 63.4 47.2 25.7 18.3 10.3 3.1 
21. Executive compensation, as per cent of total profit........ After After 163.7 188.2 78.4 55.3 30.6 8.6 
22. Executive compensation, as ratio to sales Peres After 1: 11.6 |] 1: 16.1 | 1: 80.4 | 1: 48.5 | 1: 74.0 | 1: 278.0 
23. Profit before taxes, per cent retained..................... After After 88.7 84.2 32.8 33.1 83.6 86.2 
Nore: Executive compensation is that of main executives only. Net worth derived from unweighted percentages. 
TABLE 3: OPERATING RESULTS, FISCAL YEARS ENDED IN 1941, 1942 AND 1943 AND IN BASE PERIOD 1936-39, 
3,089 RENEGOTIATED CORPORATIONS—CLASSIFIED BY 1943 TOTAL SALES 
Dollar Figures in Thousands 
Under | $500,000 to | $1,000,000 | 82,000,000 | 85,000,000 | 
Total Sales, 1943 $500,000 | 9999,999 $1,999,099 24,000,000 99,999,099 $10,000,000 
Re EaE Ne EOTCOTPOTACIONSOG fairs vate AISI SEINE S >, Selosbh. sd wavetayep > sei MMaawial « bmhwneres 59 469 719 908 442 492 
ACE HL OAS Boe os onevnachel veer aele oe wei ron Oo INTs MORSE GIANT SEC SET ATS 6 $323 $762 $1,742 $3,189 $8,035 | $65,955 
RMMMEERE IEE SEOSLE STE Aco oy cay a Ss a esha as ae Yap Gas GLaeieae sR aie a ES rea ok 50 105 229 409 1,074 7,771 
Baehotal profit, 1943, per cent of'total’saley, oe). cc cccrs ccc c eae vee ct ewe aswweee 15.4 13.8 1S 1 12.8 13.4 11.8 
UTS ce COS LY ee er en ee ee ee ee Se ke A ee 282 693 1,538 2,706 6,907 55,049 
IRL Teiit, TOMS 42. ek ats ate ine ois Rosa vidio Cage ain 3 elo «+ oH ORIA lai IO 48 106 216 375 997 6,891 
GaeLotal profit, 1942. percent of: total sales. ssiiis sv ceiseec os es cece ecto eee es eee 17.2 15.3 14.0 13.8 14.4 12.6 
TE ae Oe Se eee LS a I te ee 14 542 1,212 | 2055 | 5,088 | 40,525 
FRA UMISTOL. 0 OGL homered tote FP RRS Sides oie teed easier OIE «ictal ocr $2 82 179 290 811 6,306 
PaetaAL prout, 1941. per cent of total sales. oi. secc0 catalase ccs sjdarsie.o nee elcle 14.9 15.1 14.8 14.1 15.9 15.6 
10. aiid AURA Perea Ca: ASO TETION sik orsiajabeh.iclePiceucassie teeth Whersnsieyavctio> orenawneraran: 119 Q74 609 1,042 2,665 23,007 
Wiaannual average profit, base period®. 52)... ssi00 dices sinecilecine nacinjeetineeeen 7 18 38 67 204 1,989 
12. Annual average profit, base period, per cent of total sales....................-- 6.2 6.4 6.2 6.4 7.6 8.6 
PRE SOCILVE COMpCHEAtION, LOSS. teacuc as 00 ae eltieies « <ole «Artes ais a cbytereas wets 28 48 58 76 109 232 
Pm teclitive.compensation, 1949 iccias oa. tai ceia. ok G = st. gugiieee ss catieete e-e < Q7 45 56 73 104 229 
TemUReRE TV eCOMPESALION;, LOAD. 5, cct.n chs ales Ge SAO « ~ cl nislele alevdiancts 6 SE seis fs 19 37 47 62 |. 90 214 
16. Executive compensation, 1943, per cent of total sales...............0.00000-- 8.7 6.2 8.3 2.4 ihe 0.36 
17. Executive compensation, 1942, per cent of total sales................0..20005- 9.6 6.5 3.6 2.7 1.6 0.42 
18, Executive compensation, 1941, per cent of total sales...............-.0000-00- 9.0 6.8 3.9 8.0 1.8 0.63 
19. Executive compensation, 1943, per cent of total profit.....................005. 56.4 45.2. 25.5 18.6 10.1 3.0 
20. Executive compensation, 1942, per cent of total profit.................0000000- 55.2 42.5 25.8 19.3 10.4 3.3 
21. Executive compensation, 1942, per cent of total profit....................2005. 60.4 44.8 26.3 21.2 11.4 3.4 
22. Executive compensation, 1943, per cent increase over 1941.................4.. 46.4 29.4 23.8 23.3 20.4 8.3 
23. Total sales, 1943, per cent increase over 1941..............:cceeeeeeeeeeeeece 50.9 40.6 43.7 55.2 57.9 62.8 
24. Total sales, 1943, per cent increase over base period...............000eeeeeeee 170.6 178. 186.0 206.0 901.5 186.7 


Nore: Compensation given is for main executives only. All profit figures are before income taxes, and all sales and profit figures for 1942 and 1948 are after renegotiation adjustments’ 
1Base period is 1936-1939. 


of the average corporation with annual million, or 4.4% on its approximately 70%, while the rate for the larger corpora- 
sales exceeding $10 million was approxi- two and a half times expanded sales of tion was 62%. 

mately $5 million or 7.2% on sales in ex- $177 million. 

cess of $69 million. Its 1943 profit after 3. The 1943 effective federal tax rate Freperick W. Jones 
renegotiation and taxes was nearly $7.8 for the average smaller corporation was Division of Business Statistics 
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Dividend Distribution in the Paper Industry 


IVIDEND payments of paper and 

pulp-mill companies _ fluctuated 
roughly in conformity with dividend dis- 
bursements of the corporate universe. For 
both groups, dividend payments’ reached 
a peak in 1941, declining in 1942 and 1943 
rather sharply for paper and pulp com- 
panies, only moderately for the corporate 
universe. The top year of 1941 represents 
a sizable increase over 1939 for paper and 
pulp mills. In 1941, forty-two corporations 
paid out $41.8 million in dividends, close 
to three times the $16.1 million paid in 
1939. All corporations increased their divi- 
dend payments only 16.1% in this same 
period.” 

Tur Conrerence Boarn’s sample of 
producers of basic paper products accounts 
for more than 70% of the net income and 
dividends of the corporate paper and pulp 
industry. The range in size of invested 
capital is from $1 million to nearly $220 
million. 


TWO DIFFERENCES 


Two noticeable differences mark divi- 
dend payments of the paper and pulp 
group from the corporate universe. The 
year in which disbursements of dividends 


1This case study is the first of several articles upon divi- 
dend payments. datex articles will explore long-term trends 
as well as the legal problems involved. 

2All figures relating to the corporate universe are derived 
from Treasury estimates. 


was largest coincided with the year of 
greatest profits for the paper industry. 
Net income in 1942 and 1943 fell off from 
the 1941 peak. This was not true of “all 
corporations.” Dividend payments were 
at their height in 1941, but not until two 
years later in 1943 did income for the cor- 
porate universe reach its crest. 

Secondly, the percentage of income dis- 
tributed in dividends by the paper indus- 
try moved inversely to the percentage dis- 
tributed by the entire corporate economy. 
During the prewar years of 1939 and 1941 
the percentage of income paid out in divi- 
dends by “all corporations” was consider- 
ably above that for the paper group. This 
situation was reversed during the war 
years 1942-1944. In every one of these 
years the percentage of income distributed 
in dividends was greater for the paper 
companies. 

Contrary to what might be expected, 
dividend payments on preferred stock were 
less stable than dividends on common. 
Preferred dividends increased from $6.8 
million in 1939 to a high of $24.3 million 
in 1941, subsiding to $13.2 million in 1943. 
Common dividends, on the other hand, 
increased to $17.4 million in 1941 from 
$9.3 million in 1939, dropping moderately 
in 1943 to $13.5 million. Thus, while the 
general movement was the same the 


swings in preferred dividends were wider. 

Detailed analysis of dividend payments 
by size of firm, by profit rate and by per 
cent of past accumulated earnings to total 
stockholders’ equity appears in Table 2. 
Cross classification is made with the per- 
centage of net income paid out in divi- 
dends in order to determine existing rela- 
tionships, if any. Inasmuch as the num- 
ber of companies studied is small the sub- 
sequent analysis cannot be considered con- 
clusive. 

Since it is a fairly common assumption 
that the larger corporation is the more 
stable one, Table 2 classifies the paper 
firms on the basis of their invested capi- 
tal; z.e. the sum of the stockholders’ equity 
and long-term debt." The more stable 
corporation has less need to retain earn- 
ings in the firm as a protection against 
unforeseen contingencies. It can count 
upon earnings in future years as suffi- 
cient protection. Again, a large corpora- 
tion, since it has access to the capital 
markets, can more easily finance expan- 
sion through the issuance of securities 
than can a small corporation. The small 
corporation is compelled most often to 


. invested capital has been taken as an indicator of size 
in | eget to total assets, since it is a re less likely 
to be distorted by the abnormal influence of the war. The 
large fluctuation in current assets, not reflected in invested 
conta makes total assets an unreliable criterion in these 
imes, 


TABLE 1: SELECTED FINANCIAL DATA FOR PAPER AND PULP MILLS, 1939-1944 


Source: THe CONFERENCE Boarp 
Thousands of Dollars 


Item 1942 1941 
Number of companies..................- 42 42 42 
Net income to surplus..................- 15,375 15,459 19,829 20,092 35,572 
Preferred dividends................... 8,519 8,768 13,202 13,607 24,349 
Common dividends................... 10,997 10,259 13,534 15,519 17,480 
Total dividénds.c i Mae eS 19,516 19,027 26,736 29,126 41,779 
Net Incomes ..<50. Daten thoes Leta $4,891 34,486 46,565 49,218 77,351 
Contingency, postwar reserve............ 388 801 956 1,474 402 
Income after taxéssij7 9c Oeste oes 35,279 835,287 47,521 50,692 77,753 
Salés: 8s .4.), Chea Oe. ee 767,833a | 701,378a | 863,057b | 820,950b | 809,1485 
Gross property.....+.-. Pio ex gai 776,114c | 750,288¢ | 946,229d | 942,450d | 939,982e 
Depreciation and depletion.............. 396,352c | 362,138¢ | 453,535d | 420,456d | 396,934e 
Net property $f. stale: Ad See 406,649 | 415,249 | 524,405 | 551,685 | 572,901 
Préferred stock:. aoe wae eee 180,984 179,771 261,407 260,923 250,548 
Compion stock. sre eee rae 225,065 220,001 245,422 245,402 244,470 
otal BLOCK 5 | osu wees te oes Ma eee 406,049 399,772 506,829 506,325 505,018 
Contingency, postwar reserve............ 18,868 15,348 17,976 17,308 9,350 
‘Lotal mirplod, 54. cn sctucet Neeser eas 252,257 233,129 291,060 274,320 250,685 
Total Nel WOortan: can foarte pete Utes as ay 658,306 632,901 797,889 780,645 755,703 
Dongtermn Geb, er. tee. ver. ee een ek 126,640 130,932 153,454 164,025 170,384 
Invested capital®...4...0 0... +> waisees saee 784,946 763,833 951,343 944,670 926,087 


_ INet worth is the sum‘ of total surplus (including con- 
tingency and postwar reserves) and total stock. 
@ rhea capital is the sum of net worth and long-term 
edt. 


aThirty-one companies reporting. 
bThirty-four companies reporting. 
eThirty-two companies reporting. 


% Change 
1940 1939 
1943-1944 1939-1943 
42 42 34 42 
34,081 18,039 = 6 9.9 
15,481 6,849 -2.8 92.8 
14,633 9,266 7.2 46.1 
30,114 16,115 2.6 65.9 
64,195 $4,154 Lz 36.3 
55 35 eae 
64,250 34,189 39.0 
617,880b | 495,641b 9.5a 74.1b 
890,614e | 907,453d ie ea 
867,070e | 342,641d Shes ane 
563,730 593,090 -2.1 -11.6 
256,743 261,741 iy 4 f 
250,370 246,427 2.3 - A 
507,113 508,168 1.6 = .3 
4,264 2,580 ae ye 
217,247 163,596 8.2 77.9 
724,360 671,764 4.0 18.8 
186,470 222,554 -8.3 -31.0 
910,830 894,318 2.8 +6.4 


dThirty-eight companies reporting. 
eThirty-nine companies reporting. 
fLess than .05%. 
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Table 2: Per Cent of Net Income Paid in Dividends by Paper Companies 


Source: THE CONFERENCE BoarD 


No Dividends Under 35% 85%-70% 70%-100% Total 
Classification <= 
No. % No. % No. | % No. % No. % 
Invested Capital 
(In Millions) 1939 
2 See 8 | 61.5 0 iy Sireser 2 115.4] 18 | 100.0 
TL Resort trees 5 35.7 3 21.4 5 35.7 1 Zs! 14 100.0 

SHE? Oa iae.de ee 2 28.6 g 42.9 1 14.3 1 14.3 rf 100.0 

35 and over.. 2 25.0 1 12.5 3 37.5 2 25.0 8 100.0 
All classes............ 17 40.5 7 16.7 12 28.6 6a | 14.3 42 100.0 

1943 
WETS CSS a cisi'csvin our oe 6 50.0 1 8.3 3 25.0 g 16.7 12 100.0 
a eee oe 2 13.3 $ 20.0 8 53.3 2 1Se3 15 100.0 

Ei Ol i ne a 0 ete 0 0 $8 50.0 3 50.0 6 100.0 

$5 and over: v5.57. g add 1 11.1 4 44.4 2 22.2 9 100.0 
All classes............ 10 | 23.8 5 {11.9] 18 | 42.9 9b | 21.4 | 42 | 100.0 
STOO NN Vere 6 it 3 37.5 0 

EL OL atchas i sce ais 2 14.3 4 

Seis ca arce eee: s 0 See 0 

$5 and over......... 2 | 28.6 1 
All classes............ 7 | 20.6 5 

Surplus/Net Worth 
(in %) 

RE noi sis oi fish nals 0:0. 6 50.0 0 0 4 33.3 2 16.7 12 100.0 
BREE Secs, v suis 6 © sree 5 29.4 5 29.4 4 93.5 3 17.6 17 100.0 
ee 3 37.5 1 12.5 3 87.5 1 12.5 8 100.0 
RES a ei J gyn die» oieha ns 2 50.0 1 25.0 1 25.0 0 Beaks 4 100.0 
All classes............ 17d | 40.5 7 |16.7| 12 | 28.6 6a | 14.3 | 42d | 100.0 

1943 

Lo eee eee 1 25.0 0 Paes 1 25.0 2 50.0 4 100.0 
BOAO icc cass 3 20.0 1 6.7 . 46.7 4 26.7 15 100.0 
US SC eee g 16.7 1 8.3 6 50.0 3 25.0 12 100.0 
AC a ee 4 36.4 3 as 4 36.4 0 ae lle | 100.0 
All classes............ 10 23.8 5 11.9 18 42.9 9b | 21.4 42 100.0 

19441 

Ree Re 52 ye wisiey nd 1 33.3 0 Sat 1 33.3 1 33.3 3 100.0 
RED Reo ele cas eng, S30 PA 16.7 2 16.7 6 50.0 2 16.7 12 100.0 
PRP ley 5) 4.5) x: tis svayp'o. 90 al 10.0 2 20.0 4 40.0 3 30.0 10 100.0 
BOGS Seok oe cases 3 33.3 1 11.1 A 44.4 1 11.1 9 100.0 
(All classes... 0.0.2.<5 7 | 20.6 5 | 14.7| 15 | 44.1 Tc | 20.6 | 34 | 100.0 

Net Income/Net Worth 1939 
%) 
Deficit corps......... 4 |100.0 0 0 0 0 0 0 4 100.0 
SS SES Gee San 8 53.3 3 20.0 2 13.3 z 13.3 15 100.0 
LSE es eee a 3 21.4 2 14.3 7 50.0 2 14.3 14 100.0 
BO ANG OVEF, . 6 «os... 2 22.2 Q 222 3 33.3 2 22.2 9 100.0 
BORN erage Aes or ibs 40.5 7 16.7 12 28.6 6a | 14.3 42 100.0 
1943 
Deficit corps. ........ 0 0 0 0 0 0 0 0 0 0 
BE ois Fk wm 5.3 its piduns 6 46.2 1 y esy J 2 15.4 4 30.8 13 100.0 
eee acs cae acne sie 3 11.5 4 15.4 14 53.8 5 19.2 26 100.0 

E@'and over: 2265...2. EM s3si8 0 0 2 | 66.7 0 0 3 | 100.0 

All classes...........- 10 23.8 5 11.9 18 42.9 9b | 21.4 42 100.0 
19441 
Dehett corps. .......- 1 |100.0 0 0 0 0 0 0 1 100.0 

Sern ies cc ease e ar 3 27S 1 9.1 5 45.5 2 18.2 11 100.0 
PRL ISR os Hao dns BO 3 16.7 3 16.7 8 44.4 4 22.2 18 100.0 
10 and over.......... 0 0 1 25.0 2 50.0 1 25.0 4 100.0 
All classes............ 7 20.6 5 14.7 15 44.1 Te | 20.6 34 100.0 


iEight corporations lack 1944 data. 


alncludes 1 corporation with dividends over 100% of 


net income for 1939. 


bIncludes $ corporations with dividends over 100% of 


net income for 1943. 


eIncludes 1 corporation with dividends over 100% vf 
net income for 1944. 
corporation showed a deficit surplus. 
éTwo corporations have surplus of over 80% of net 
wor 


finance expansion through reinvestment 
of earnings. These considerations would 
lead one to expect the large corporation to 
disburse a larger proportion of its net 
income in dividends than the small cor- 
poration. 

To a moderate extent Table 2 substan- 
tiates this reasoning. In the two years 
1939 and 1943, the larger corporations paid 
a greater percentage of their net income 
in dividends than the firms at the bottom 
of the size scale. Thus in 1939, 61.5% of 
the corporations in the $0-5 million class 
paid less than 35% of their net income 
in dividends. On the other hand, only 
37.5% of the corporations in the $35 mil- 
lion and over class paid less than 35% of 
their income in dividends. In 1943 much 
the same situation prevailed: the smaller 
company paid a smaller percentage of its 
net income in dividends than the large 
corporation. The erratic movement of the 
companies in the $15 million-$35 million 
class is accounted for, most likely, by the 
small number of firms in this category 
in all the years. 

The tendency for large corporations to 
pay out a larger proportion of their net 
income is not evident in 1944. Of the com- 
panies in the smallest size class in that 
year, 37.5% paid less than 35% of their 
income in dividends. In examining the 
largest size class, a larger percentage, 
42.9%, paid less than 35% in dividends— 
directly contrary to the experience of 1939 
and 1943. 

In order to bring out the salient points, 
Table 2 is summarized below: 


Summary of First Part of Table 2 


Percentage of em acre Paying 


Size Class in Dividen 
Invested Capital 
(n Millions) Less than 35% | 35% and Over 
of Net Income | of Net Income 
1939 
S050 2? VEER 61.5 $8.5 
$5-15..... Sate aheR 57.1 42.8 
S15-BB ye Peas: 5 71.5 28.6 
$35 and over...... 837.5 62.5 
1943 
90-52. sniiisoes 58.3 41.7 
= hE Sone oF 33.3 66.6 
15-95, parece 0 100.0 
$35 and over...... 33.3 66.6 
1944 
$0-0 5 Se se 87.5 62.5 
S5-1oo ewe euse << 42.9 57.1 
S15-B5. FSS 0 100.0 
$35 and over...... 42.9 57.2 


A corporation earning small profits can- 
not disburse the larger portion of it as 
dividends, for the amount retained may 
be insufficient to protect the corporation 
from unforeseen losses. On the other 
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hand, corporations making large profits 
can often afford to disburse the larger por- 
tion of their profits in dividends and still 
retain earnings sufficient to protect them- 
selves from future unfavorable occur- 
rences. By distributing the companies on 
the basis of the net-income to net-worth 
percentage instead of the size of net in- 
come, consideration is taken of the rela- 
tion of the income of the enterprise to the 
stockholders’ investment in it. The fol- 
lowing condensation of Table 2 brings out 
the salient facts: 


Summary of Second Part of Table 2 


Per Cent of Companies, by Profit 
te, Paying in Dividends 
Net Income/Net 
Worth 


Less than 835% | 835% or More 
of Net Income | of Net Income 
1939 
Deficit corp....... 100.0 0 
0-8 9Gs. eee 73.3 26.6 
510 oie ota eae 35.7 64.3 
10% and over..... 44.4 55.5 
1943 
Deficit corp....... 0 0 
OD) a eee 53.9 46.2 
DAOUGorr ee. cen 26.9 73.0 
10% and over..... 33.3 66.7 
1944 
Deficit corp....... 100.0 0 
yA ahi eH 36.4 6S 
BAO CS. = Se eee: 33.4 66.6 
10% and over..... 25.0 75.0 


A fairly regular relationship is evident 
between profit rate and the proportion of 
net income paid in dividends. In all the 
three years 1929, 1943 and 1944, the per- 
centage of companies paying less than 
35% of income in dividends decreases 
as the profit-rate scale is ascended. This 
smooth correspondence between profit rate 
and disbursement rate is upset somewhat 
in 1939 and 1943. The most profitable 
companies, the 10% and lower class, show 
a greater proportion paying less than 35% 
of net income in dividends than the next 
less profitable class. Both in 1939 and 
1944 all the companies in the deficit group 
paid no dividends. 

The justification for expecting the sur- 
plus to net-worth ratio to influence the 
dividend disbursement rate may be stated 
as follows: a corporaion having a high 
ratio has put itself in a protected posi- 
tion. By retaining past earnings in the 
business it has provided a buffer for itself 
against contingent losses. Hence it can 
dispose of a greater portion of its income 
in dividends than a corporation with no 
such buffer. 

While such may be the case, there is 
another explanation leading directly to the 
opposite conclusion; that is, a company 
having a high surplus to net-worth ratio 


will pay out in dividends a smaller slice 
of its current earnings than a company 
with a low surplus to net-worth ratio. The 
ratio of surplus to net worth reflects the 
financing policy adopted by the company. 
Where it is high it points to a policy of 
financing by reinvesting earnings. Where 
it is low it indicates that the company 
chooses to distribute its earnings and fi- 
nance itself through the issuance of stock. 
Hence a company with a high surplus to 
net-worth ratio will tend to disburse a 
small portion of its current income in 
dividends. 

It is apparent that the paper companies 
have been more strongly influenced by 
the second of the above considerations. 
Both long-term debt and outstanding 
stock have declined, while surplus has 
risen rather sharply during the years 1939- 
1943, as can be seen from Table 1. Long- 
term debt dropped 31%, and stock 3%, in 
contrast to a 78% rise in surplus in these 
years. 


Summary of Third Part of Table 2 


Per Cent of Companies, by 
Surplus Net-worth Ratio 
‘aying in Dividends 
Surplus Net/Worth 


Less than 35% | 35% or More 
of Net Income | of Net Income 
1939 
0-200 Gee eee 50.0 50.0 
20-40 82282 eee 58.8 41.1 
40-60 scyesevotieass ope, ast 50.0 50.0 
COE8O ish sores) pater 75.0 25.0 
1943 
ORO Ga. ietinoston 25.0 75.0 
20-40) ode, wotgrete 26.7 73.4 
40-60 i ire vases 25.0 75.0 
GO=80 Reese oe we 63.7 36.4 
1944 
0-20 Fi. Maden 33.3 66.6 
ROFAGS olen anatieneiten 83.4 66.7 
fg er itera Chie 30.0 70.0 
CORB Oe ores saieute 44.4 55.5 


While there is no clear-cut correspon- 
dence it is evident that the companies 
with a high surplus to net-worth ratio 
retain a greater portion of their income 
than companies with a low ratio. This is 
especially true if we consider only the 
highest and lowest classes. Thus in 1939 
half the companies in the 0%-20% class 
paid less than 35% of their income in 
dividends in contrast to three fourths of 
the companies in the 60%-80% class. The 
same situation prevails in 1943 and 1944; 
the proportion of companies retaining 65% 
or more of their income is greater in the 
60%-80% class than in the 0%-20% class, 


M. R. GarnssruGH 
Frank GAsTALDO 
Division of Business Statistics 


Business 


Book Shelf 


Credit Manual of Commercial Laws. 
New York: National Association of Credit Men. 
789 pp. $6.50. 

One confronted with the problems of 
credit selling or conditional sales will find 
this volume replete with useful data. Al- 
though prepared primarily for the use of 
credit men, this manual is arranged and 
written to be of assistance to any busi- 
nessman seeking the answer to credit 
problems. 

The book is organized into several 
broad sections. Variations in state laws 
governing credit sales and general business 
practice are noted throughout. The first 
section is devoted to the basic laws of busi- 
ness. The second section deals with se- 
cured credits, such as title-retention con- 
tracts, conditional sales and chattel mort- 
gages. Sections follow on the legal phases 
of collections, insolvency and bonds on 
public works. The last section gives a 
summary of the federal laws and regula- 
tions which affect general business trans- 
actions. Foreign trade regulations, the 
Walsh-Healy Act, the Robinson-Patman 
Act, Wheeler-Lee Act, and fair-trade laws 
are among the topics discussed in such a 
way as to give the businessman a quick 
reference summary. The new “Joint Regu- 
lation of the War and Navy Departments 
on Settlements of Terminated War Con- 
tracts” is covered in one extensive chapter. 

To keep up with changing laws and 
regulations, the manual is revised each 
year. The 1945 addition includes a new 
chapter covering the rights of the seller 
in cases of contract cancellations. Other 
new chapters deal with the laws of several 
states on the assignment of accounts re- 
ceivable and factors’ liens. G.C. T. 


Justice in Transportation. By Arne C. 
Wiprud. New York: Ziff-Davis Publishing 
Company. $2.50. 

The author hits at several well-known 

features of our composite public-private 

transportation system, including group- 
rate practices, control of one transporta- 
tion medium by another and intercorpo- 
rate control by banking groups. Atten- 
tion is focused largely on rate-making 
bureaus. This is part of an increasing 
trend among some economists and govern- 
ment officials to see a menace to free en- 
terprise in voluntary business groupings of 
the association type. The Western Con- 
ference, a subject of Congressional in- 
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quiry last year, is presented as an ex- 
ample. It will be remembered that nothing 
conclusive was unfolded at that series of 
hearings, despite the implications of the 
author. 

Mr. Wiprud, a special assistant to the 
Attorney General, is a proponent of “ef- 
fective competition,’ a euphemism for 
government price and production controls. 
He devotes himself almost entirely to an 
attack on railroad practices. Justice is 
suggested almost as an afterthought, large- 
ly in the form of individual road, rate 
making and abolition of intermedia con- 


trols. T. W. 


Price and Related Controls in the United 
States. By Seymour E. Harris. New York: 
McGraw-Hill Book Company, 1945. $4.00. 

The former Director of the Office of Ex- 
port-Import Price Control of OPA, pre- 
sents a comprehensive survey of economic 
controls in the United States during 
World War II. The need for price control, 
the principles involved and the techniques 
used in setting price ceilings are discussed 
in the first three parts of the book. Part 
V deals with the special problems in ex- 
port-import price control, subsidies and 
the pricing of military supplies. Controls 
in fields other than price are the subject 
matter of Part VI. Especially pertinent 
at this time is the concluding section on 
the future of controls. 

Part IV, on case studies in price con- 
trol, is one section that merits more com- 
prehensive treatment. OPA has accumu- 
lated a wealth of raw data bearing upon 
the interrelation of price, supply and de- 
mand in our war economy. 

Tables and charts are liberally scattered 
throughout the text. Key sentences are 
italicized and chapter summaries and con- 
clusions are provided. F. G. 


How to Speed Up Settlement of Your 
Terminated War Contract. By J. K. 
Lasser. New York. McGraw-Hill Book Com- 
pany. $3.50. 

This book is designed to serve as a prac- 
tical guide to businessmen who are faced 
with the problem of war-contract termi- 
nations. In nontechnical language, it sug- 
gests steps that contractors may take 
before termination comes, and lists the 
things that must be done before settle- 
ment can be reached. 

Special sections deal with methods of 
obtaining financial aid while claims are in 
process of being settled, and with par- 
ticular problems faced by subcontractors. 
Samples of government forms and agree- 
ments are presented throughout the book, 
and suggestions for their application. 

While many of the government policies 
were still undecided at the time the book 


was printed, the material presented should 
prove of value in preparing industry for 
terminations. The book is particularly 
timely because of cutbacks and cancella- 
tions resulting from the cessation of hos- 
tilities in Europe. H. A. W. 


Federal Taxation: Today and Tomorrow. 
Number four of a series of booklets reporting 
the proceedings of the 1944 Annual Meeting of 
the Controllers Institute of America. New York: 
Controllers Institute of America. 94 pp. $0.50. 


Financial officers of corporations will find 
particularly useful the paper of Norman 
D. Cann, Deputy Commissioner of the 
Bureau of Internal Revenue. It de- 
scribes the “organization, operation, and 
certain policies of the Bureau,” including 
Section 722 (the excess-profits tax relief 
section) , which Mr. Cann describes as “the 
biggest single job the Income Tax Unit 
ever had to do.” Nine pages are devoted 
to questions and Mr. Cann’s answers. 

A paper by Alger B. Chapman discusses 
Section 722; Walter A. Cooper presents an 
analysis of recent tax rulings and deci- 
sions; Beardsley Ruml discusses “Fiscal 
and Economic Policy”; Harley L. Lutz 
presents a paper on “Our Financial Past: 
Prologue to What?”; Clinton Davidson 
discusses “Pictures of Prosperity Pro- 
ducers”; and the Twin Cities plan is dis- 
cussed by Herbert P. Buetow and John 
L. Connolly. P. W.E. 


Postwar Fiscal Requirements—Federal, 
State, and Local. By Lewis H. Kimmel. 
Washington, D. C.: The Brookings Institution. 
166 pp. $2.00. 


This is the most exhaustive published 
analysis of a postwar “normal” level of 
government expenditures. It covers fed- 
eral, state, and local expenditures, but it 
does not relate them to revenues. An 
analysis of revenues is postponed for a 
future volume. This separate treatment 
raises the question whether expenditures 
are to be determined without regard to 
the volume of revenues, a procedure that 
would almost certainly mean deficit financ- 
ing. It may be doubted that any such 
lack of consideration for the balancing of 
the budget would be realistic for a post- 
war “normal” year. 

The author estimates a probable total 
of expenditures in 1949 of $33.5 billion, 
composed of $22.3 billion federal, $4.4 bil- 
lion state, and $6.8 billion local expendi- 
tures. The federal figure is consistent with 
the estimates of others. This book is 
unique in analyzing state and local ex- 
penditures and in providing a detailed 
background from which others may vary 
the assumptions and develop their own 
conclusions. The 1943 price level and a 
national income of $130 billion are bases 
of the computations. 


Among the author’s assumptions which 
might be varied are the following: 

1. “Probable” national defense expendi- 
tures will be $7.8 billion. It does not ap- 
pear that a postwar armament race is 
anticipated, yet clearly no regard is given 
to the possibility of international agree- 
ments to limit armaments. 

2. Veterans’ benefits will be based en- 
tirely on present laws. But congressmen 
seem still to be competing for the privilege 
of increasing veterans’ benefits and the 
veterans themselves have yet to be heard 
from. 

3. Agricultural policy will support the 
present level of production with a guaran- 
tee of 90% of parity. The “probable” 
result is $2.6 billion federal aid to agricul- 
ture, about three times the prewar normal. 

4. Local expenditures, which have been 
well below the level of the late Twenties 
ever since 1932, will reach a new high 20% 
above the 1940 level and 11% above the 
1930 peak. Basic to this assumption is the 
question of whether federal and state gov- 
ernments will continue to assume financial 
responsibility for functions formerly paid 


for out of local funds. P. W. E. 


Business in Print 


Sales Engineering. By Bernard Lester. New 
York: John Wiley & Sons. $2.00. 


In this book, recently reissued, the author sets 
forth, from a practical view point, some of the 
basic principles of sales engineering. 

Section I is largely foundation, dealing with 
such subjects as the definition of sales engineer- 
ing, the importance of sales engineering, buying 
motives and the relationship between buyers and 
sellers. 

Section II deals with the work of a sales en- 
gineer and the techniques he employs. Sales- 
engineering methods, procedures and interviews 
are covered, as well as how to meet obstacles 
and make a complete sale. 

The final section deals with the training and 
development of the sales engineer. Emphasis is 
placed on such important topics as developing 
sales-engineering ability, self-analysis, and the 
relationship between the employer and the sales 
engineer. Even the veteran in this field can 
make repeated use of Mr. Lester’s book as a 
refresher. A,E.R. 


Home Ownership: Is It Sound? By John 
P. Dean, New York: Harper & Brothers. $2.50. 


The emphasis in this candid analysis of home 
ownership is on the “too little discussed difficul- 
ties that arise.” Dr. Dean, who is sociologist 
at Queens College, is interested in homes as 
“aids to healthy family living,” not merely as 
“a commodity useful to the real estate industry.” 

The book is divided into three sections: 

1. Analysis of the confusing setting in which 
families purchase homes. 

2. Description of the relation of home owner- 
ship to basic family values, particularly as those 
values are imperiled by purchase of a home. 

3. The position of home ownership in the 
broad movement of housing and planning. 

The author fears that “comprehensive com- 
munity planning and enlightened housing will 
be swept aside by the drive to get quick profits 
from the boom” which is expected to follow 
the war. M.B. 

(Other reviews on page 251) 
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Federal Postwar Budgets: 1946-1949 


The plans of industry for postwar 
activity necessarily assume certain levels 
of government expenditures and revenues. 
In order to supply a framework for these 
assumptions, the following speculative 
budgets are presented as an indication of 
what is possible. The fundamental assump- 
tions under which the speculative figures 
have been developed are given in order to 
provide some basis for such variations as 
persons using these figures may believe 
desirable. The figures for January, 1946, 
through December, 1948, are given both 
by fiscal years and by calendar years. 
Similar data for six-month intervals are 
available on request. 


PECULATION concerning future ex- 
penditures and revenues of the Fed- 

eral Government involves a considerable 
degree of guesswork. Yet the history of 
the last twenty-five years, as well as con- 


POSTWAR FEDERAL BUDGETS: 


are final, a number of the individual items 
have been estimated, pending a more de- 
tailed breakdown than is available at the 
present time. This is particularly true of 
revenue data. 


A “NORMAL”? YEAR 


Data for 1938 are given because they 
more nearly represent a prewa™ “normal” 
level of each type of expenditure than any 
other year. Unusually heavy expenditures 
in one or more of the functions listed were 
incurred for every year from 1934 through 
1940, except in 1938. Thus in relation to 
the period 1934-1940 as a whole, abnor- 
mally high expenditures for defense oc- 
curred in 1940, for relief and work relief 
in 1937 and 1939, for aid to agriculture in 
1940, for veterans in 1936 and 1937 and 
for loans in 1934 and 1935. As a result, the 


Millions of Dollars 


1946-1949 


The basic assumptions underlying the 
itemized figures for expenditures and rev- 
enues in the accompanying table are given 
below. 


GENERAL ASSUMPTIONS 


1. Japan will be defeated in December, 
1945. 


2. The fiscal policy of the government will, 
in effect, have the following bases: 


a. The Federal Government will ac- 
cept responsibility for maintaining sub- 
stantially full employment. 

b. Aid to foreign governments rather 
than public. works, work relief, or direct 
relief will be depended upon for main- 
taining such employment. 

c. A positive effort will be made to 
balance the budget as early as 1947, but 
this will be possible then only by treat- 


Fiscal Years Ending June 30 Calendar Years 
Item Speculative Speculative 
1938 1945 1946 1945 1946 1947 1948 
Expenditures: 
National defense. ..o:c.3<, 5066 asco odewiak 1,029 90,029 60,000 84,877 83,000 10,500 6,000 
Aid to foreign countries............... ee aie eee a: 1,000 2,000 1,500 
Aid to agriculture’, Sat ioe. ee ce 804 |p 831 1,000 909 1,000 1,200 1,500 
Pubhowelfare*seo0720 5.5, See eee 2,176 567 600 578 800 1,500 1,500 
Public works!.o he... Se 649 319 600 339 1,150 1,500 1,500 
Veterans’ Administration............. 582 2,060 3,500 2,974 4,500 5,000 5,000 
katerestsc.. 25,2059 eee hee eee 926 3,617 5,000 4,524 5,300 5,650 5,650 
General government.................. 632 1,021 1,200 1,020 1,250 1,350 1,450 
Cost of government. . a's cece 3 6,798 | p 98,444 71,900 95,221 48,000 28,700 24,100 
Loans, net: foreign. fn... chek ace sie inet rhe eer 2,400 2,800 1,400 
Other gee ctr. ex feerrs acters 179 |p -83 ee 547 us fod + aig 
sh I ae ee ean Oe ie ee Sea 6,977 98,361 71,900 94,674 50,400 $1,500 25,500 
Revenues: 

Individual income taxes.............. 1,286 | p 19,000 17,500 19,100 15,000 12,500 14,000 
Corporation income taxes............. 1,800 | p 5,200 4,500 5,300 4,000 4,000 10,000 
Corporation excess-profits taxes........ 37 | p 10,800 10,500 10,600 10,000 7,000 Pee: 
TLGUOR PA ER ae & brits «conten une ck sets 568 | p 2,200 2,100 2,200 1,800 1,900 2,000 
"Tobaceo taxesi17 os. «hee ote ae 568 | p 1,000 1,000 1,000 1,000 1,000 1,000 
Estate and gift taxes................. 417 |p 500 600 550 600 600 600 
Other revenies? 5. At oslcic cs ausiebviese ae 1,433 | p 5,724 4,600 5,788 8,600 2,000 1,700 
Gross: totals aie caiselalctods Liitass AS 5,609 44,424 40,800 44,538 36,000 29,000 29,300 
DICH, oshorinuhalee eee es 1,368 53,937 $1,100 50,136 14,400 2,500 Soak 
Surplapicc 2 avacae hese eer Re MBs ‘fc ez ee ett £500: 3,800 

1Excluding loans. After adjustment of all revenues to Daily Treasury State- pPreliminary. 


*Includes relief, work relief, health, and education. 


sideration of current policies and pro- 
posals, provides some basis for project- 
ing general trends. 

In presenting the following figures and 
assumptions, comparisons are offered with 
actual data for the fiscal years 1938 and 
1945. While totals for the fiscal year 1945 


ment basis, and after deduction of all tax refunds. 


individual items shown for each function 
for 1938 in the accompanying table and 
totaling about $7 billion are reasonably 
characteristic of the expenditures of this 
period, although about $8 billion would be 
more nearly characteristic of the annual 
average expenditures for the period. 


ing loans to foreign governments as 
nonexpenditure items. 


3. Errors will regularly be made in over- 
estimating expenditures and in underesti- 
mating revenues. As a result of this, and 
the policy to balance the budget, expendi- 
tures will be limited and tax reductions 
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will be kept at the minimum consistent 
with political pressure. 


4. Prices will continue at the present 
level. 


5. National income produced will be $125 
billion in the calendar year 1946, and $140 
billion each year 1947 through 1949. Cor- 
poration income for these years will be 
$20 billion and $25 billion, before taxes. 


6. There will be no major economic de- 
pression before 1950. 


7. Heavy benefit payments from the un- 
employment and old-age trust funds, not 
included in the figures presented here, 
will be made possible by the retirement of 
federal obligations held by these trust 
funds. Money for this purpose will be ob- 
tained by the sale of federal obligations 
to the public. 


EXPENDITURE ASSUMPTIONS 


8. There will be no armament race among 
the United States, Great Britain, and 
Russia. On the other hand, prior to the 
calendar year 1949 there will be no inter- 
national agreements for disarmament 
which will affect expenditures. One third 
of the Armed Forces will be demobilized 
by July 1, 1946, and all but two million 
by December 31, 1946. 


9. Aid to foreign countries will continue 
under lend-lease as a part of expenditures 
for national defense or war activities 
through the fiscal year ending June 30, 
1946. This aid will thereafter continue as 
a separate expenditure item partly in the 
form of loans and partly in the form of 
grants. 


10. Aid to agriculture will be increased in 
the fiscal year 1948 when recovery in 
various countries will reduce the demand 
for United States agricultural producis. 
New reasons for providing aid to agricul- 
ture will keep the amounts up as the needs 
for which they were originally provided 
disappear. However, the high level of our 
total budget will effectively limit expendi- 
tures for this purpose. 


11. Public welfare expenditures will be 
expanded to include large sums for both 
public health and education. No great 
change will occur in the programs for re- 
lief and work relief until about the be- 
ginning of the calendar year 1947. Un- 
employment insurance benefits, which are 
not included in the figures shown, will 
take care of substantially all the relief 
needs of the last six months of the fiscal 
year 1946. Public welfare figures shown 
include the administration of the social 
security laws and grants to states. They 
include very little for other direct relief 
or work relief and do not include benefit 
payments from the social security trust 
funds. These benefit payments and the 
social-security taxes from which they are 
made are treated as outside the federal 
budget. 


12. Costs of highways and other public 
works will be based upon need for new 
construction more than upon the desire 
to make work, and accumulated demand 
will cause this item to be more than 
doubled after the fiscal year 1946. Some 
public works will also be treated as loans. 
(See No. 16 below.) 


13. As a result of a powerful veterans’ 
group, expenditures will develop out of 
proportion to past experience so that 
veterans of all wars will receive greater 
benefits than in the past. Consideration 
has been given both to current provisions 
for veterans’ aid and to the apparently 
persistent tendency for congressmen to 
compete with each other in granting addi- 
tional aid to veterans. Present aids, far in 
excess of those granted after World War I, 
have been enacted before the veterans of 
this war have made any specific requests. 
It seems improbable that such requests 
will not be forthcoming. 


14. The rate of interest on the federal 
debt will continue to decline slowly as a 
result of federal policies. 


15. General government costs, by which 
is meant all items other than loans and 
functions heretofore discussed, will con- 
tinue to rise slowly as a result of the 
expansion of functions assumed by the 
Federal Government. 


16. Except for aid to foreign countries, 
loans by the Federal Government, includ- 
ing those of the RFC and subsidiaries, 
will not exceed repayments after the fiscal 
year 1945. Extensive repayments and 
liquidations of the assets of the RFC and 
subsidiaries will provide the funds with 
which to finance loans for public works 
and other enterprises. 


REVENUE ASSUMPTIONS 


17. The present Congress will approve 
tax changes as currently recommended by 
the Joint Congressional Committees on 
Internal Revenue Taxation. 


18. Political pressure to reduce taxes will 
force some reductions in tax rates in 1946 
and 1948. Nevertheless, heavy budgetary 
demands will restrict these reductions. 


19. Reductions in individual income taxes 
will take the form of increased exemptions 
or reduced rates, mostly in the lower 
brackets only. The normal individual tax 
will be repealed effective with the income 
of the calendar year 1946. Exemptions will 
be increased $100 per person and surtax 
rates will be reduced 2 percentage points 
all along the scale, both effective with the 
income of the calendar year 1948. 


20. The excess-profits tax will be repealed 
as of the end of the calendar year 1946. 
Carry-back of the excess-profits credits 
will not be available for subsequent years. 
The declared-value-excess-profits tax and 
the capital-stock tax will be repealed as of 
the end of the calendar year 1945. 


21. Taxes on normal corporation income 
will remain at 40% until the calendar year 
1948. There will be a 32% rate effective 
on the income of 1948 and 1949. 


22. Taxes on liquor will be reduced one- 
sixth beginning with July, 1946. 


23. Tobacco and estate and gift taxes will 
not be changed during this period. 


24. Other revenues, consisting largely of 
a variety of consumption taxes and re- 
funds of excessive profits on renegotiated 
contracts, will be reduced in calendar years 
1946 and 1948 as a result of difficulties in 
administration, pressure for tax reductions, 
and termination of war contracts. 


25. No allowance has been made for re- 
ceipts from the sale of surplus war mate- 
rials nor for reimbursement by other 
United Nations for lend-lease expendi- 
tures. 


Paut W. E tus 


Division of Business Practices 


Earnings and Hours in 
Manufacturing 


LTHOUGH hourly earnings of pro- 
duction and related workers in the 
twenty-five manufacturing industries sur- 
veyed each month by Tue ConrerENce 
Boarp remained unchanged at the March 
level in April, weekly earnings were lower, 
as were total man hours and total pay- 
rolls. “Real” weekly earnings were also 
substantially below the March index. 


The trend in hourly earnings has been 
generally upward since August, 1939, but 
in recent months the average rate of in- 
crease has fallen off substantially. At first 
the rise reflected wage-rate increases and 
premium overtime payments. Since in- 
auguration of the wage stabilizing pro- 
gram, the effect of wage-rate increases has 
become negligible. A new contributory 
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factor in the rise in hourly earnings has 
been the downward trend in employment 
since the peak month of November, 1943. 
Lower-paid workers with lower seniority 
rating have undoubtedly been the first 
ones to be dropped, so that hourly earn- 
ings have tended to rise. 


Wage-rate Increases and Workers 


Affected 


Source: Tae Conrerence Boarp 


25 Manufacturing 


Industries 
Date Re 
uction Wage-rate 
fies | Tae 

1944 
April. sc Gaal eee 0.6% | 5.71% 
May. i iiete eeeaee ogee 0.4 6.0 
JUNET nw Ook see Oe 0.3 7.0 
Jaly:3 LIE. QS 0.8 5.3 
AUGUBtE ee. fe deere 5s 0.4 6.0 
September:.. 3 aeons dee 0.3 5.4 
Octoberttn..3..<-ncismeieeae 0.1 5.3 
Novembe®, ..<sciscxeree osrons 0.4 6.8 
December. .o5 scar «1. sae 0.1 5.8 

1945 
Janiiary 9.6 es etc eae 0.2 5.3 
February....siscs. esis eee 0.6 5.9 
Marches. ieuice ans ci veene 0.4 3.8 
Aprile s..o is ee xh 0.3 7.0 


Hourly earnings at $1.101 in April were 
at a peak level, the same as in March, 
45.1% more than in January, 1941, and 
52.9% above August, 1939. 

Weekly earnings in the twenty-five in- 
dustries averaged $50.11 in April, declin- 
ing 1.7%. They were lower than dur- 
ing the preceding three months of 1945, 
but were higher than during any month 
before then. They have risen 63.7% 
since January, 1941, and 83.6% since Au- 
gust, 1939. 

“Real” weekly earnings declined more 
than dollar earnings in the month period, 


with living costs higher in April than in 
March. The purchasing power of the 
average weekly income in April was 2.1% 
below the peak level reached the previous 
month. “Real” weekly earnings have 
risen 33.1% since January, 1941, and 
45.8% since August, 1939. 

The work week was reduced 0.7 hour, 
or 1.5%, in April. The average was 45.4 
hours, less than during most months since 
February, 1944, and all months previous to 
May, 1930. It was longer, however, than 
during any month from May, 1930, to 
January, 1944. Since January, 1941, 
working hours have increased 5.2 hours, 
or 12.9%, and from August, 1939, the 
gain has been 7.5 hours, or 19.8%. 

The nominal week remained unchanged 
at the March level of 44.4 hours, the peak 
for recent years, indicating that cutbacks 
have not as yet had any noticeable effect 
on the working schedules in the twenty- 
five industries. Seven of the individual 
industries showed declines in the sched- 
uled working hours, but slightly larger 
increases in six others offset the effect of 
these declines on the composite. 

Total man hours fell 3.1% in April. 


The average of 123.7 (1923=100) was 
lower than during any month since Au- 
gust, 1942, but higher than during any 
month before then. Man hours have in- 
creased 35.2% since January, 1941, and 
88.0% since August, 1939. 

The number of employed workers in the 
twenty-five industries was reduced 1.6% 
in April. This decline brought the index 
to 134.0 (1923=100), a point 13.1% be- 
low the peak level of October and No- 
vember, 1943. The April average was 
still 19.6% higher than during January, 
1941, and 56.7% above the August, 1939, 
level. 

Total payrolls declined 3.3% in April, 
and were lower than during any month 
from March, 1943, through March, 1945; 
they were higher than during any month 
before then. The April index of 252.3 
(1923=100) was 8.5% below the peak 
for the series reached in November, 1943. 
Total payrolls have increased 95.9% since 
January, 1941, and 187.7% since August, 
1939. 


ExizasetH P. ALLISON 
Division of Labor Statistics 


Living Costs in April 


HE COST of living for wage earners 

and lower-salaried clerical workers in 
the United States climbed 0.4% from 
April to a May figure of 106.2 (1923= 
100). This was the second consecutive 
monthly increase in Tue CoNFERENCE 
Boarp’s over-all index. The May figure 
is 14.3% higher than in November, 1941, 


the month preceding the United States 
entry into World War II, and 23.5% high- 
er than in January, 1941, the base date of 
the Little Steel formula. The purchasing 
value of the 1923 dollar was 94.2 cents in 
May, a decline of 0.3 cent from April, 
and of 1.5 cents from May, 1944. 

All components except housing show an 


EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, PRODUCTION WORKERS, 25 MANUFACTURING INDUSTRIES 


Nore: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 


see | Are 

Ay Av be — 

Date Hourly Weekly Hours per Hours Det Hourly Earnings Weekly Earnings Henin Employ- | Total 

° '® | Production | Production Week per| ment Man Payrolls 
Worker | Wor! Production Hours 
Actual Real Actual Real Worker 

144 April. co cer aceene tees $1.057 | $48.09 45.2 44.0} 195.4 | 187.5 | 180.7] 173.4 91.9] 148.3 136.3 | 268.0 
MAY [Sy vin Vacteure worenic mere oe 1.062 | 48.46 45.5 44.1} 196.3 | 187.7] 182.1 174.1 92.5 | 145.0] 134.1] 264.0 
JUNC.) 5,20 etek oe ese com 1.069 | 49.30 45.9 44.2] 197.6] 189.1] 185.8] 177.3 93.3] 143.6 134.0} 266.1 
Puly. 4.55 Vo ane eae 1.072 | 48.86 45.4 44.3] 198.2] 188.8] 183.6] 174.9 92.3] 142.2 181.3 | 261.1 
August rasa adie sagt. cen 1.070 | 48.98 45.6 44.3 | 197.8] 188.4] 184.1 175.3 92.7 | 141.6 131.3 | 260.7 
September. .cccsedecastaie's 1.080 | 49.42 45.6 44.4) 199.6} 190.1 185.7 | 176.9 92.7 | 140.4 130.2 | 260.7 
October iss ccssk  smueiiems 1.079 | 49.39 45.7 44.3) 199.4 189.9 | 185.6 | 176.8 92.9 | 138.6 128.8 | 257.2 
November. fences acne 1.079 | 49.42 45.6 44.2] 199.4] 189.4] 185.7] 176.4 92.7] 187.8] 127.7 | 255.9 
December. wei; ase os. 20 he 1.086 | 49.91 45.8 44.3 | 200.7 | 189.9] 187.6} 177.5 93.1 138.0 | 128.5] 258.9 

I9AGEParnary cae ae ce tse te 1.095 | 50.80 46.2 44.3 | 202.4] 191.5] 190.9] 180.6 93.9 | 187.5 | 129.1] 262.5 
Februatyicsicves es ois'0es dais 1.095 | 50.58 46.0 44.3 | 202.4] 191.8] 190.1] 180.2 93.5 | 187.4] 128.5] 261.2 
Marchi, (usec reas tenses 1.101 | 50.99 46.1 44.4] 203.5 | 193.1] 191.6] 181.8 93.7r| 136.2r| 127.67} 261.07 
April (osc sisiins sao «Seta 1.101 50.11 45.4 44.41 203.5 | 192.3 | 188.31 178.0 92.3 134.0 | 123.7 | 252.3 
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Average Weekly Earnings in 25 Manufacturing Industries increase. The most noticeable was one 
Source: Tar ConFERENCE Boarp of 1.0% in food costs, chiefly reflect- 
Index Numbers, 1923=100 ing increases in the prices of white pota- 


toes, sweet potatoes, carrots and onions. 
Both sundries and fuel and light rose 
0.2%, and men’s and women’s cloth- 
ing 0.1%. The semi-annual survey of 
rents indicates no change in housing costs 
with the May index the same as in Jan- 
uary, the latest previous month for which 
it was computed. The annual survey of 
reading materials included this month in 
each city is reflected in the fractional in- 
crease in sundries in more than a third of 
the regularly reporting cities. 


CITY INDEXES 


Of the 63 industrial cities for which 
monthly indexes are published, 56 show 


929 1934 1939 1944 1936 ©1937, 193819391940 1941 «194219431944 = 1945 += an increase from April to May, 3 remain 
unchanged, and 4 declined. The num- 

Cost of Living in the United States ber of increases exceeds the 43 observed 

Source: Taz CoNFERENCE BoarD in April and the 21 in March. Only 5 

Index Numbers, 1923=100 of the 56 cities show an increase of 1.0% 


or more—Milwaukee and Philadelphia 
1.0%, Denver and Newark 1.2%, and 
Omaha 1.5%—and in each case an ad- 
vance in the food component was primar- 
ily responsible for the over-all increase. 
For Omaha the sundries component in- 
creased as much as 2.4%, the greatest for 
any city. This rise in the sundries com- 
ponent in Omaha, primarily reflects the 
inclusion this month of prices, obtained 
annually, of medical and dental care and 
haircuts. 

The three cities showing no change in 
May are Atlanta, Front Royal (Virginia) , 
and Spokane. Decreases were reported for 
ALL ITEMS INCLUDE FUEL AND LIGHT Macon of 0.1%, San Francisco-Oakland 
0.2%, Sacramento 0.3%, and Portland, 
1943 19441945 (Oregon) 0.4%. 


(940 1941 1942 


(929 1934 1939 1944 1936 1937 1938 1939 


COST OF LIVING IN THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Weighted Clothing Fuel and Light Purchasing 
Date Average of pains cot 
Teoma Total | Men’s Women’s Total? | Electricity Gas 
Index Numbers, 1923=100 
MUMMEMGY cs 5s.ci00 sacs alc cre <x 104.6 110.6 90.8 92.3 101.8 82.8 95.9 67.0 94.6 113.5 95.6 
PINTO cies sais a 6 8:5: a vie Wp sn <8 104.5 110.5 90.8 92.5 101.8 83.1 95.7 67.0 94.6 113.5 95.7 
BUlyee wees Chaat eee. 105.0 iy UE 90.9 92.5 101.9 83.1 95.7 66.9 94.5 113.6 95.2 
Trustee Ai, « Pad achnvs 105.0 111.6 90.9 93.0 102.1 83.9 95.7 66.9 94.5 113.6 95.2 
ante benosoe: cbaies «far 105.0 uM A 90.9 93.2 102.3 84.0 95.8 66.9 94.5 113.8 95.2 
REPL DDR ce naa wis a Fs Oa 105.0 110.8 91.0 93.6 102.4 84.8 95.8 66.9 94.5 114.2 95.2 
November.............. 105.3 Lit 91.0 93.9 102.9 84.8 95.8 66.9 94.5 114.6 95.0 
LIOSAUORS f.5e se. SN 105.7 112.3 91.0 94.0 103.0 84.9 95.8 66.9 94.5 114.8 94.6 
POA January. iif) ds dad's Je 105.7 112.1 91.0 94.2 103.4 84.9 95.8 66.9 94.5 114.9 94.6 
MebMNaryins ines s cases 105.5 111.2 91.0 94.3 103.6 84.9 96.1 66.9 94.5 115.1 94.8 
PON aus ines SASS ahi 08 105.4 110.8 91.0 94.5 103.8 85.2 96.1 66.9 94.5 115.2 94.9 
ei eatin cena te ent 105.8 111.64 91.0 94.8 104.0 85.5 96.0 66.9 94.5 115.3 94.5 
BY noah s CART 55 38 7 106.2 112.7 91.0 94.9 104.1 85.6 96.2 66.9 94.5 115.5 94.2 
Percentage Changes 
Apr. 1945 to May 1945.......] +0.4 +1.0 0 | +0.1 +0.1 +0.1 +0.2 0 0 | +0.2 -0.3 
May 1944 to May 1945.......] 41.5 +1.9 +0.2 +2.8 +2.3 +3.4 +0.3 —0.1 | 0.1 +1.8 -1.5 
housing collected twice annually, May 15 and October 15, aOn food prices for April 16, 1945. 


1Data on 
‘Includes fuel as well as electricity and gas. 
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Compared with May, 1944, the weighted 
total index for May, 1945, increased 
for each of the 63 cities from as little as 
0.2% in Portland (Oregon) to as much as 
4.4% for Huntington (West Virginia). 
The median annual increase is 1.7%. 
Eleven cities had fractional increases, 25 
cities rises of 1% to 1.9%, 18 cities 2% 
to 2.9%, and 7 cities 3% to 3.9%. Costs 
in Trenton rose 4.0% and Huntington 
(West Virginia) prices went up 4.4% over 
the year. 

The weighted total index for Interna- 


tional Falls (Minnesota) computed quar- 
terly and not included as one of the 63 
cities, increased 0.5% over February to 
the May level of 101.3 (November, 1944 
=100). Four of the 6 components— 
housing, fuel and light, housefurnishings, 
and sundries—remained unchanged at 
100.0, 100.0, 100.7 and 100.0, respectively; 
food increased 1.0% to 103.3, and clothing 
rose 1.9% to 102.0. 


Guy M. Grays, Jr. 
Division of Labor Statistics 


War Contracts by Industrial Areas 


OTAL cumulative value of govern- 
ment contracts for war supplies 
placed in the United States from June, 
1940 to March, 1945, aggregated $186.6 
billion. 
The Detroit industrial area with fully 
$15 billion in awards since June, 1940, 
leads the nation’s industrial centers in 


billion, was third, followed by Chicago 
and New York City with cumulative 
totals of $9.0 billion and $8.7 billion re- 
spectively. Philadelphia, next in the array, 
received $5.5 billion and Cleveland $4.8 
billion. 

During the first quarter of 1945, war- 
contract placements amounted to $14 


Twenty-five Industrial Areas with Largest Supply Contracts During 
First Quarter of 1945 


Source: 
Millions 


War Production Board 


of Dollars 


Value of Supply Contracts 


Cumulative 


Suppl 
Industrial Areas wade 
Total Aircraft Ships | Ordnance } All Other | June, 1940— 
h, 1945 
Total United States............ 13,840.3 | 3,022.9 | 1,581.8 | 4,237.4 | 4,998.2 | 186,640 
Potal,@5 areas siecle. ccasscrok ss. 8,585.2 | 2,278.0 | 1,122.0 | 2,373.3 | 2,812.0 | 105,888 
Detroit Di ictiyeiahe« svetefetal & iai.ysdh pacar 1,002.9 -19.9 49.1 886.5 87.3 15,242 
hearer... si. een tae 682.0 196.3 29.0 183.0 273.7 8,965 
os Angeles; ..\viccs tatu nce 583.9 208.8 108.8 28.8 237.4 10,592 
New York Gity.. 5... “sic tee ce 518.3 138.0 12.7 126.0 241.5 8,705 
Pitladeiphin yc cask tees 488.4 17.9 99.5 91.5 279.5 5,490 
Newark-—Jersey City... 455.7 82.6 31.4 41.8 299.9 9,666 
Martiorin no eee ee 448.0 413.1 0.1 15.1 19.8 3,639 
Buffalo. WMA pate ac «Bie 5 avem eet are 447.3 406.0 10.1 Vier 23.9 4,537 
Baltimore; ess coe. ee ee 400.9 133.6 146.2 23.8 97.3 4,264 
‘Trentons 5.2)... ai. s,s Ue 348.7 843.2 0.2 -1.0 6.2 1,069 
San Francisco Bay............. 331.9 0.1 213.4 -0.8 119.1 3,756 
Boston. 2.'seree etd ae 301.7 -31.9 14.0 44.4 275.2 3,944 
Houston-Galveston............ 271.1 ee 17.9 42.8 210.5 1,609 
Cleveland..in 280.25" & eek de 230.6 46.5 11.9 81.9 90.3 4,758 
fil? ee eee ae eae igieae & 229.8 221.8 ee 3.0 4.9 1,208 
South Bend-La Porte.......... 223.2 33.7 0.2 161.0 28.3 2,233 
Milwaukee.4 629.» 8s tee «oe 213.1 -16.5 14.4 145.1 70.0 2,707 
ARFON.. 53.1945 Se chhee Been 211.0 114.0 3.4 87.1 56.4 1,992 
Pitteburgh:).s..06<8¢s aye. ceck 203.3 11.1 1.2 113.3 eer 2,405 
Portland—Vancouver........... 193.3 -0.1 178.8 2.4 12.2 2,338 
Albany-Schenectady-Troy...... 169.3 -24.1 1.5 128.3 63.6 2,307 
Orange—Port Arthur-Beaumont. 165.8 eeute 18.0 2.3 145.5 1,510 
New Haven-Waterbury........ 159.3 2.9 2.0 124.2 30.2 1,470 
Mobile—Pascagoula............. 158.8 Pte 158.0 oe ts 0.8 827 
BO oe eee PP bode, eee F 147.2 1.0 ¥S 85.5 60.7 655 


value of contract. Los Angeles, in second 
place, received $10.6 billion in orders for 
aircraft, ships, ordnance and miscellaneous 
war items. Newark-Jersey City, with $9.7 


billion. In these three months preceding 
V-E day, awards were almost double the 
net placements in the previous two quar- 
ters. 


A large proportion of total awards was 
still being placed this year in a few indus- 
trial centers. The twenty-five industrial 
areas with the largest value of contracts in 
the opening quarter of 1945 held a three- 
month cumulative total of $8.6 billion, or 
62% of the national value. 

Contracts ranged from $147 million, 
placed in Utica, New York, to over $1.0 
billion in Detroit. Together, the four 
leading areas—Detroit, Chicago, Los An- 
geles and New York City—accounted for 
20% of awards to all areas. 

Cancellations and cutbacks of aircraft 
orders were reported in the Boston, Al- 
bany-Schenectady-Troy, Detroit, and Mil- 
waukee areas although new placements 
valuing over $100 million were allocated 
to nine areas in the group. Awards for 
ships were relatively small and amounted 
to only $1.1 billion for the twenty-five 
areas combined. More than a third of the 
$2.4 billion for ordnance placed in the 
areas was allocated to the Detroit center 
alone. 

Contracts for miscellaneous supplies 
were better dispersed among the areas. 
Seven of the twenty-five areas received or- 
ders for “other” war items in excess of 
$200 million. Newark-Jersey City re- 
ceived $300 million, the largest award for 
this type of supply. Philadelphia, Boston, 
and Chicago were next in magnitude, with 
about $275 million. 


Gertrupe DerutscH 
Division of Business Statistics 


Army V-J Day Plans 


Within forty-eight hours after the sur- 
render of Japan, the Army is prepared to 
cut back 90% of its contracts, according 
to Director of Matériel Howard Bruce. 
Production of munitions and big guns will 
be halted immediately, while contracts for 
food and subsistence items will be contin- 
ued to provide maintenance for the Army. 
Contracts for new products involving re- 
search and development will probably be 
continued. 

During the last eight months of 1945, 
Mr. Bruce reports that Army procure- 
ment will be cut back 32% from the level 
required for the prosecution of a two- 
front war. These cutbacks will be aimed 
at relieving tight labor situations in local- 
ities and avoiding creation of “ghost 
towns.” About eighteen communities are 
expected to be seriously affected by these 
reductions, but only in the case of one— 
Detroit—will the effects be very serious. 

Production of certain items will have to 
be stepped up for the war in the Pacific. 
By next December, production of incend- 
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iary bombs, for example, will be increased 
172% over March levels; cotton shirts, 
189%; 60-mm mortar ammunition, 65%. 


New Contract Settlement Basis 


Company-wide settlement of termina- 
tion claims, first announced by the Office 
of Contract Settlement on May 28, has 
been incorporated in the Joint Termina- 
tion Regulation, with the release on June 
25 of the Joint Army-Navy Termination 
Regulation Revision Number 2. 

Under this revision, contractors having 
contracts with various government agen- 
cies may apply to the Army or Navy for 
direct settlement of their terminated con- 
tracts. Approval will be granted to con- 
tractors who have a sufficient volume of 
war business and hold a sufficient number 
of subcontracts to make company-wide 
settlement economical. The contracts 
must be such that one agency can settle 
in behalf of the others, and the company 
itself must have an adequate organiza- 
tion for handling terminations. 


Protection for subcontractors in the 


event of insolvency of their upper-tier 
contractors is also provided in the revision. 


No Surplus Paper Problem 


Since paper-mill products are not gen- 
erally stocked above current needs, sur- 
plus disposal should thus be of minor im- 
portance for the paper industry. Small 
quantities of specific grades of paper may 
well be disposed of through regular trade 
channels or used by the government. Prod- 
ucts of the paper industry are essentially 
the same in war and in peace, thus elim- 
inating much of the reconversion problem. 

Paper shortages have passed the most 
critical stage-but trade reports indicate 
that the market may easily continue to 
be tight for three years after V-E day. 
Imports of pulp from Sweden, estimated 
at 100,000 tons a month beginning in 
July, 1945, are expected to increase the 
annual production rate from 17 million 
tons of paper and paperboard to 19 mil- 
lion tons. However, heavy military de- 
mand, uncertain imports from Norway 
and Finland, and accumulated civilian de- 
mand will maintain a tight market. 


Business in Print 


Security in the Pacific. New York: Institute 
of Pacific Relations. $2.50. 


This report on the ninth conference on the prob- 
lems of the Pacific area held by the Institute of 
Pacific Relations at Hot Springs, Virginia, on 
January 6-17, 1945, undertakes to give the 
points of view expressed at the meetings, to- 
gether with such conclusions as actually were 
reached. 

_By its very nature as a summarization of 
differing views, it necessarily lacks a single 
outlook and is consequently somewhat diffuse. 
The participants, moreover, seem for the most 
part to be marked by a somewhat academic ap- 
proach. The volume, nevertheless, partly be- 
cause of its very diversity of views, is interesting 
and stimulating. W.W.C. 


Sweden, A Wartime Survey. Edited and 
published in Sweden with the assistance of 
Swedish public authorities. New York: Albert 
Bonnier Publishing House. $2.00. 


This volume of 250 pages is a survey of the vari- 
ous aspects of political, economic, social and 
cultural Sweden in wartime. The twenty-seven 
chapters are written by authorities in their par- 
ticular fields. While essentially popular in char- 
acter, it is well prepared and contains much use- 
ful material, including statistics in the various 
economic fields. W.W.C. 


(Other reviews on pages 244, 245) 
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